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SUMMARY OF FINDINGS

This is a study of the impact of slum ownership and the realiiies of the
market on the maintenance and rehabilitation of slum tenement houses.
Government policies on financing, on rehabilitation, on code enforcement,
and on taxes are viewed in terms of their effect upon the market and
ultimately upon the landlords' response.

The basic goal was to define the optimum bundle of carrots and sticks
with which to secure upgrading of slum housing.

Summary

There is no single one-shot panacea, be it code enforcement, financing, or
tax relief, which will substantially improve the maintenance of slum tene-
ments or induce owners to rehabilitate their parcels. Without question, the
effect of all of these in a concerted effort would be considerable; they face,
however, the reality of a weak market and a lack of entrepreneurial interest
on the part of major landowners.

Maintenance of parcel as a function of ownership was analyzed in de-
tail. It was found that the prime generator of good maintenance is owner-
residence. It is only this factor that produces the degree of close supervision
required for good maintenance of slum properties. In addition, owner-
residence provides a substantial bridge in the tenant-landlord discontinuity.
In the author's opinion, this type of ownership pattern should be encour-
aged by financing aid which is not available under present legislation. It
must, however, be coupled consistently with increased levels of municipal
service in slum areas, rigorous code enforcement and, most important of all,
appropriate advisory services for the relatively unsophisticated new owner.
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There is consistent evidence that the weakening of the slum realty
market is causing present maintenance procedures to degenerate. The ne-
cessity, therefore, for an action program with which to secure proper main-
tenance and rehabilitation of slums is increasing.

Ownership Patterns

The number of resident, white owners is decreasing very rapidly. The
bulk of those who are left are quite elderly.

One third of the parcels in the sample are owned by Negroes, the bulk
of-whom. are resident owners.

The new Negro owners are avoiding the L 1rd-core slums.

In essence, the worst housing areas have the highest concentration of
major owners. Analyses of date of acquisition, by area, as a function of
race, indicates that the latter is increasingly dominated by white large-
scale slum landlords.

Multiple-slum parcel owners are specialists in slum properties, typically
owning no other kind.

The Impact of the Acquisition Process
on the Maintenance of Slum Properties

The bulk of recent transactions in slum tenements are financed by
purchase money mortgages.

Conventional lending sources, such as banks and savings and loan in-
stitutions, play a relatively minor role in the acquisition process. Their
absence is in direct proportion to the degree of housing decay. The
number of acquisitions financed by them is decreasing over time.

The new Negro buyer pays inflated purchase prices to cover financing
costs. Not uncommonly these excess charges are 50 to 100 percent of
the normal purchase price.

The cash squeeze on the new owner is made even more onerous by the
short-term nature of typical, purchase money mortgage agreements;
the latter are typically no more than eight years in duration.
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The new resident owners are frequently victimized by high pressure,
home-improvement salesmen of a variety of kinds. They are in great
need of counseling.

The Impact of the Weakening Market Structure

Vacancy rates in the hard-core slums are increasing sharply, with
larger scale landlords being hardest hit.

The typical, large-scale landlord reaction has been to reduce main-
tenance expenditures rather than to reduce rents, with a minority
making improvements to secure tenantry.

The multiplier used to capitalize gross rents for retail tenements is fall-
ing. Presently it is three and one-half to four times.

The weak resale and finance markets definitely inhibit rehabilitation
efforts.

The Tenantry and Rehabilitation

The proportion of parcels occupied by nonwhites is directly propor-
tional to the scale of the landlords' holdings.

Nonwhites pay significantly higher rents than whites located in the
same area.

A basic problem of slum maintenance and rehabilitation is the attitude
of tenantry, largely a function of their basic alienation from the absen-
tee landlord. Any effort toward rehabilitation which does not face up to
this reality is pure romanticism.

The Financing Question

It is only the larger holders who presently have easy access to
financing.

Financing help in itself will not generate rehabilitation.

Fear of legal action and of a weak market makes very high rates of
return mandatory before large-scale owners can be induced to take
any action. Their present attitude is that the market is too weak to sup-

'4
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I.

port substantial rehabilitation effort by them, regardless of financial aid.
Owner residents would be more amenable to improvement if appro-
priate financing could be secured.

Aged owners are numerous, and regardless of the availability of fi-
nancing, they are, with few exceptions, uninterested in rehabilitation
investment. i4,

Code Enforcement

The level of municipal service must be raised to insure improve-
ment of slum areas. There is substantial evidence that when a neigh-
borhood "changes" the quality of municipal service suffers.

Code enforcement, though essential, does not in itself insure proper
maintenance. Present municipal efforts, while most useful, cannot fight
the realities of the market.

Urban Renewal and Rehabilitation

The great majority of slum owners feel that urban renewal land-taking
is equitable.

The greatest fear of urban renewal is among small owners who are
grossly uninformed on urban renewal procedures.

Unless there is some municipally endorsed and substantially financed
program for land clearance, vacant tenemerts, no matter how de-
cayed, will be permitted to stand. The alternative values of the vacant
land are so low as to make this normative landlord behavior.

Given the availability of housing for people displaced because of urban
renewal, the program is much more practicable now than was the case
several years ago.

Impact of Taxes

Taxes are the largest single operating expense of the slum tenement.

--Big owners fear taxes least; small owners are most fearful.
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In the weak tenement market the pressure of increased taxes cannot be
passed on.

High taxes inhibit the improvement of slum properties by reducing
their profitability.

The uncertainties of local tax administration and rate increases are as
harmful as the actual tax impact.

Many landlords avoid making improvements because of fear of reas-
sessment. There is an incredible range of ignorance on what constitutes
a reassessable improvement.

Slum tenements are equitably assessed in terms of market and drasti-
cally underassessed in terms of municipal expenditures.

Land values in slums are commonly on a par with equivalent suburban
acreage zoned for multiple residency. Tax relief in itself would be help-
ful, but is no guarantee of rehabilitation.

Methodology

Newark, the scene of the study, was chosen as representative of many of
America's older cities, possessing in an advanced degree the bulk of their
problems.

A structured random sample of five hundred sixty-six parcels in three
different categories of census tracts was chosen. Tax, transfer, and financing
data were accumulated as well as descriptions of landlord maintenance of
the individual structures. Successful depth interviews were later secured
with three hundred ninety-two of the parcels' owners. Ownership of the
balance of the parcels was substantially identified in terms of occupational
characteristics, ethnic origins, and so on.

Analysis, both of parcel characteristics and also of landlord statements,
was partitioned by three sets of housing characteristics and cross partitioned
in terms of dominant ethnic strain present in the tracts in question. Land-
lord responses to the questionnaire were analyzed by five categories of size
of holdings from single parcels to twelve or more parcels held.

S-1



Chapter 1

THE NATURE OF THE PROBLEM

DURING 1948 the Chicago Law Review published an article on "The Needs
and Problems of Urban Renewal," followed closely by one on the "Prob-
lems of Atomic Energy Control " Nearly twenty years afterward it is inter-
esting to note that the latter area, thought to represent one of the most
technically involved subjects of human endeavor, has largely been resolved.
Commercial atomic energy is with us and the juridical harnessing of the
atom has continued apace.

These advances provide a most useful contrast with the former subject,
that of urban renewal. The very term itself has been subject to so much
variation in meaning, both statutory and philosophical, as to defy simple
comparisons. Its meaning has moved from a description of the effort thought
to be required to return our cities to their former greatness, both real and
apocryphal, to providing a better environment for the socially disenfran-
chised; from a concentration on the physical surroundings to a realization
that it is people who are its appropriate concern.

The early romanticism surrounding renewal of the citythe feeling that
all its ills could be cured by any one of a collection of cures: more parking,
expressways, potted trees downtown, physical destruction of the slums,
public housing, and any of a host of other panaceashas given way to the
serious confrontation with the problems of age, education, and poverty. The
basic rroblems of slum housing are still with us. They are, however, seen
more and more as part of the overall context of a broader problem.

This study is dedicated to defining certain aspects of the housing prob-
lem. Though the bulldozer approach to the rejuvenation of our older cities

1



2 THE TENEMENT LANDLORD

may be required in certain cases, the sheer enormity of the urban-blight
problem has brought forth many efforts to work in the direction of urban
renewal and rehabilitation through existing real estate market mechanisms.
The supply of older residences is at least forty tines the size of annual ad-
ditions to the housing stock. As such, it warrants far more research and
understanding than it has been given. The basic question is: Can the hous-
ing market be reshaped so as to provide a decent environment for de-
pressed urbanites?

The housing market is essentially a free market within governmentally-
set parameters. The point must be stressed that there is not now, nor has
there been for a very long time, a free market in housing per se. Rather,
there is a circumscribed ball field within which the players must observe
basic ground rules.

In the suburbs these rules are most obvious in their effects. From the
financing, which makes the housing possible, to the zoning and lot restric-
tions, which define its placement and not infrequently its caliber and cost,
the effects of government policy on the "free" market are clear. In housing
for low-income families, with the exception of public housing, the factor of
government power and action is not so obvious, but it is present neverthe-
less. Housing code enforcement, mortgage guarantees or their effective ab-
sence, and tax policy are the principal weapons of the government over the
existing stock of rental housing. These parameters have not acted effectively
to dissipate slum conditions. Can they be changed in order to attain so-
cietally desired ends in our cities?

This study attempts to define the optimum combination of carrots and
sticks to aid in attaining that goal. The carrots represent some compound of
improved financing and/or improved tax policy, and the sticks represent code
enforcement and implementation, etc., with which to reshape the market.

Despite the existence of considerable general information plus a few,
detailed case studies, there is a substantial lack of systematic studies of the
interaction of local municipal policies and the real estate market, especially
as these policies bear on the maintenance of real property in a satisfactory
physical condition, or the rehabilitation of substandard properties. In order
to guide tax policy and other related government policies in the direction
of dealing more effectively with urban blight, intensive study of the owners
and managers of urban realty is required.

Future legislation will be more effective and government action more
fruitful if generated from a sound basis of market fact. The role of the mar-
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ket and the financial, social, and regulatory factors, which shape the de-
cision making of individual property owners and managers, must be studied
in detail in order to design more effective and more satisfactory modes of
attack on blight.

What are the effects of municipal and other governmental taxes and tax
policies on the urban property owner? How does he react to building and
housing codes? Do current assessment policies inhibit potential rehabilita-
tion? What is the effect of urban renewal programs?

Complementing the answers to these questions must be a parallel
study of the potential capacity of reshaped public policies to activate
property owners and managers toward rehabilitating urban realty holdings.
Also, the potential of the "big three" of government action in this field--tax
policy, financing, and code enforcementmust be defined in order to secure
the cooperation of the entrepreneur in rehabilitating the residential slum
areas of major cities.

In order to provide useful insight, it is essential not to ignore subjective
elements in the analysis. Property owners and managers must be under-
stood not merely as profit makers, but as human beings capable of all sorts
of complex motivations beyond the simple acquisition of gain. Effective
public policy makers need to comprehend the nature of the real estate
market and the character of the participants in its processes. Without better
market understanding, there is danger that public actions will be frequently
blunted in their intended effects, that some of the results may be the re-
verse of those intended, or that "side effects" will create new and difficult
problems requiring further public attention. The goal is to provide new
guidelines for the policy makers within a market context.

Before turning to a description of the research methodology and its
arena, it is worthwhile to examine briefly some of the major parameters of
the slum housing scene. The topic to be reviewed initially is the size of the
blight problem, followed by a discussion of the major attack upon the prob-
'elm. of poor housing, urban renewal, public housing, rehabilitation, and the
problems of financing and taxes which have bedevilled it.

The Size of the Blight Problem

There are few areas of urban analysis that are not controversial. The very

size of the blight problem is no exception to this statement. In one of the
basic efforts to define this question, Dyckman and Isaacs, Capital Require-

.s,
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ments for Urban Development and Renewal,1 a modular "case" city was
postulated. Based upon the authors' analysis, this city would require ex-
penditures for the purpose of adequately housing its citizens in excess of
the sum total of the capital value of all existing housing facilities. A total
figure of $780- to $800-billion appears to represent fairly the national cost of
renewal as postulated by the authors.

In a survey of Northeastern New Jersey, the basic age level of the
housing stock was equated with the necessity for renewal. The analysis indi-
cated that:

About a half million of the region's housing units are now over forty
years old. Of these, four hundred thousand are in core municipalities.
The dwellings built during the cool, .ruction boom of the 1920's are ex-
pected to add about half again as many units to this category in the
1960's. Allowing for demolition and other expected withdrawal activi-
ties, the number of dwelling units that will be forty years old or older
in 1970 will be about seven hundred thousand.2

Even the question of whether the slums are increasing in size or de-
creasing is far from settled. For example, according to the New York State
Temporary State Housing Rent Commission:

Our slums grow faster than they can be razed. New construction in
the postwar periodfourteen million nonfarm units up to 1958has
done little more than provide for the growing number of households.3

More recent students of the problem have been much more sanguine.

Aside from an easing of housing shortages and overcrowding, the
quality of old housing also improved in the last decade. In cities of
over one hundred thousand population, 2.6 million units, 20 percent
of the housing stock, was substandard in 1950. By 1960 a combina-
tion of renovation and demolition had reduced this number to 2.0
million, or 11 percent of the total. Here too, the extent of the improve-
ment was striking. In the dozen largest metropolitan areas more than
half of the substandard units of 1950 that were surveyed in 1959 had
been put into sound condition thiJugh repairs or plumbing additions.
Powerful forces have been at work in the private housing market for
improved conditions in the cities. Public policy could make a major
contribution toward raising environmental standards by nurturing and
promoting this type of rehabilitation in the old areas.'

In a sense this is representative of the confusion which surrounds the
definition of slum. In terms of the base lines of physical characteristics, there
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can be no doubt that there has been a substantial upgrading of American
housing conditions. When based, however, upon the improved standard of
living which is the American "norm," this improvement is largely illusory.
The gap between this norm and the typical living conditions of poor ur-
banites is perhaps wider today than it was twenty years ag0.5

American attitudes toward urban renewal have undergone many permu-
tations. The early period, which saw framing of the first Urban Renewal Act
in the late 1940's, may be characterized as one in which the idea was es-
sentially a total attack on the slums as breeding places of ignorance and
misery. The basic approach was that if these areas could be removed, with
them would go their concomitants: poverty, disease, and high crime rates.
This may be characterized essentially as the plumbing approach toward
housing the poorthe thought that good plumbing would produce "good
citizenry" (by "good citizenry" was meant citizenry whose habits would
conform to middle-class mores).

In recent years an attack has been leveled on this attitude from a variety
of sources, spearheaded by sociologists such as Herbert Gans, and more re-
cently by talented journalists such as Jane Jacobs. The attitude has been to
stress the positive aspects of what is conventionally referred to as slums. The
warmth, the feeling of belongingness, and the wealth of diversityboth
visual and functional in the city's overcrowded "poor" housing areas have
been seen in a more positive light.6

As one researcher put it:

Housing sometimes appears obsolete only so long as it is inhabited
by members of a lower social class, as amply demonstrated in the
Georgetown and Capitol Hill sections of Washington, on Baltimore's
Tyson Street, and sections of Greenwich Village and Chelsea in New
York City.7

It should be noted, however, that most of the advocates of "warmth" and
"togetherness" are typically members of middle-class intellectual groups.
There is no question that among certain ethnic enclaves the housing which
is the despair of the municipal planner may be uniquely desirable; these
are, however, comparatively rare exceptions. For example, in a substantial
study done of attitudes of Negro residents of Newark, the focus of concern
among the respondents was on housing. In response to a question asking
"What are the major problems facing Negroes in Newark today?" fully two-
thirds of the total responses referred to that category; even jobs were men-
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tioned less frequently, and no other problem area was discussed with any
comparable frequency.8

The Communications Factor

The effect of slum housing on the "psyche" of its inhabitants has changed
markedly over the years. One of the more common criticisms of Negro pro-
test movements in America currently is that essentially similar housing con-
ditions prevailed for a number of depressed immigrant groups in the past.
Certainly anyone reading the description of the New York slum ghettos at
the turn of the century could not help but agree. It is indeed doubtful
whether similar urban housing conditions still exist in this country. The im-
portant differentiation, however, is the factor of mass communications.
Through the media of communications, the standard of "appropriate" life of
appropriate conditions of tenure in housing has risen very markedly. At the
turn of the century there was no common denominator of appropriate ex-
pectation for all people. Today the degree of popular knowledge of the dis-
crepancy between the irresistibly promulgated standard of what the good
life is for middle-class Americans, and that which is actually endured among
depressed urban groups is the chief differentiator between the present
period and that of the past. Past approaches toward the problems of slum
housing, such as public housing and physical rehabilitation, have foundered
on this rock of public unawareness. Is there a practicable solution? This
question will be considered in the final chapters of this study.

Improvements in Housing Conditions

Exhibit 1-1 derived from Frieden's, The Future of Old Neighborhoods,
indicates the substantial improvement which has berm made in the degree
of overcrowding in our major metropolitan areas. Frieden makes a strong
case for permitting the free market to continue, what he indicates as a func-
tion in this Exhibit, its improvement of general housing conditions. Though
the point has much validity, the significance of the table can be seriously
questioned. A substantial part of the improvements indicated is merely the
dilution of center-core, overcrowded units by suburban additions of one-
family housing. While there has been a substantial improvement in the
overcrowding picture, at least as defined by the 1.01 or more occupants per
room criterion, the general standards of what is appropriate housing have
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also moved up. To this degree one can seriously question whether the rela-
tive disadvantage, concerning housing of the underprivileged, particularly
those who are nonwhite, has been altered substantially. Given the enor-
mous amount of new suburban housing both extant and projected, will this
suffice to improve urban housing standards?

The Filtering Concept

The filtering concept revolves around the idea that as people at the top of
the economic scale move into better housing, they leave behind residences
which are filled by their less fortunate brethren. The analogy is frequently
used of the new car, used car market. The purchaser of the new car typically
makes available a used car for someone who can afford the latter which in
turn commonly releases an older used car to someone and, in sum, a whole
series of upward shifts to better cars is predicated. The basic concept is that
the people at the top of the economic scale can only be satisfied with new
housing and greater luxury and/or new cars. In turn, by vacating their pre-
vious homes or cars, they depress the value of the housing market and the
gradient of housing in turn is improved. Thus, at the bottom is found a
small vacuum of houses no longer desirable, and all the people on the hous-
ing ladder, or car ladder, move up the scale into new and/or better units.

This analogy has been attacked on a number of grounds. Perhaps the
most basic is that of racial segregation which does not permit equal access to
used housing. Other criticisms center around the deterioration of the hous-
ing stock in the process of filtering down. Perhaps the most succinct state-
ment of the latter point is that of Ira S. Lowry. His reasons for disagreement
are summed up as follows:

The price decline necessary to bring a dwelling unit within reach of an
income group lower than that of the original tenant also results in a
policy of under-maintenance. Rapid deterioration of the housing stock
is the cost to the community of rapid depreciation in the price of ex-
isting housing.9

In essence, Lowry raises the question of whether, in the process of creat-
ing the vacuum, the standards of maintenance of the dwelling units are not
so structured as to create new slums, little better, if any, than those which in
turn are vacated by the new occupants.

Certainly the emigre moving from the hard-core blight of the usual
ghetto into newly vacated areas may find the previously middle-class hous-

,,,,- ,,,,1 ,r,:_ '-'
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ing somewhat the worse for wear and tear. It is, however, usually substan-
tially better than the area that he has vacated.

Rent Levels

Is the process of ,filtering down accompanied by a change of rents? One re-
searcher, Leo Grebler in his Housing Market Behavior," raises the question
of whether filtering down should be thought of in terms of the same physical
houses at lower rents over the period of years as they degenerate, or the
same group of houses costing less in stabilized dollars as a proportion of total
living costs, or whether the rentals on the same group of houses should rep-
resent a smaller part of the typical occupants' income. The choice, which he
finally selects as being perhaps the most valid, is the relationship of rents on
the groups of houses in question to rents of the overall area at some past
time vs. the equivalent ratio at the present time.

In any case, the actual rentals per unit of slum housing have not de-
creased as a result of the hegira of the middle class, judging from the
Newark research which will be discussed later. Whether in the absence of
this hegira they would have increased is an open question.

One of the more obvious problems that confronts the renter looking for
new and better apartment living at relatively inexpensive rates is the fact
that there has been such a dearth of new rental housing. The period of the
Thirties, beset with foreclosures of mortgages and high vacancy rates, obvi-
ously generated very little. The war and postwar years saw the growth of
Federal-enabling legislation which permitted the development of private
one-family housing at prices very competitive to those of rental housing,
thus inhibiting the development of the latter. This has meant that in the
lower-priced housing the alternatives in many cases have been limited to
either the public housing projects or the slum on a "take it or leave it" basis.
As Winnick comments:

. . . Government efforts to bring new housing within the reach of
lower income groups seem to have proved more successful with own-
ership than with rental housing. While the Government has by no
means reached the limits of liberal mortgage terms for either type, it
has exercised more restraint in rental housing. It is easier for officials
to justify the benefits of easy credit directly to the home owner, who
is regarded as a consumer rather than as an investor. Renters can be
benefited only by acting through investors, and easy credit for inves-
tors can lead to undue personal enrichment.11
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Obviously, the process of filtering down is obstructed by the structured
condition of the market. When vacancies occur in a white neighborhood,
and the only potential renters are Negroes, this does not necessarily mean
that the Negroes are free to enter the neighborhood even if they are eco-
nomically equipped to pay the rents. Ultimately, as shall be noted in more
detail in the next chapter, these barriers, at least in Newark, have tended to
break down. To that degree one can envision the new housing opportunities
opened for middle-class whites in the suburbs, whether they be rental units
in garden apartment houses or one-family tract developments, as ultimately
benefiting the housing condition of the urbanite.

Rehabilitation as an Inhibitor of Filtering

Conversely, at least some commentators on the scene see any efforts at keep-
ing the middle class in the city as, in essence, cutting back the opportunities
for upgraded housing among socially and economically depressed groups.

Grigsby, for example, stresses the necessity of encouraging mobility out
of areas that are medium good to permit families from the very poor areas to
move up the line. Any investment opportunities in rehabilitation which
detract from new building would be contrary to this end, and in Grigsby's
opinion, hinder the speed at which housing is upgraded.

It appears clear that in most localities, a rejection of the older, inlying
housing stock by those families who can afford something better in the
suburbs, has been the primary, immediate cause of improved housing
for the population generally.

. . . The erection of new dwelling units creates a potential flow of
housing too, and reduced prices for lower-income groups. Rehabilita-
tion has precisely the opposite effect. To the extent that it draws de-
mand away from a new construction market, it retards the rate in
which the dwelling units are released to families of modest means.12

The author continues to point out that this still leaves the basic hard core
of the very low-income families. These "can only be cut by more rapidly
rising incomes or some form of public assistance."

Certainly, the filtering concept of housing is becoming increasingly valid
as the proportion of the city available to nonwhite entry is increased, and as
the hegira of the middle class from these areas continues. One of the limi-
tations of the filtering concept is the fact that, as pointed out by Grebler in

7.941`t1Z,E., "
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the study cited earlier of the lower East Side and as corroborated by re-
search in Newark for this report, the very bottom of the barrel, the broken-

down housing which is beneath any reasonable standard of appropriateness,
continues to stay on the market. The alternative uses for lots in the hard-
core slum areas are so limited as to make it more profitable for the landlord
to maintain a parcel as long as there is any possibility of securing some

rental from the parcel.
The question of whether rehabilitation and efforts at improving the

urban scene, so as to keep the middle class from moving out, actually hin-
der the improvement of housing conditions for low-income groups is a
most academic one. Certainly as important as the physical conditions of
housing is the essential racial mix which is required for healthy growth, both
for the city and its inhabitants. An all-Negro ghetto is as socially undesir-
able as a mixed bad-housing area; neither fits the goal of housing with
mixed occupancy.

In the process of urban renewal, the question of whether the potential
source of housing for the depressed is restricted, rather than enlarged, is
also an open one. Certainly, if in the course of urban renewal better hous-
ing is removed than that which the hard-core slumites presently occupy,
the potential for upgrading housing for the latter is being removed. This
is one of the major accusations which has been leveled against the urban
renewal program.

Urban Renewal

The Urban Renewal Program, an effort to upgrade land use and provide for
demolition of slums through Federally-aided land acquisition, has received
considerable criticism during the last several years. The time required be-
tween starting early urban renewal projects and actual land-taking and
completion disenchanted many observers. The degree of displacement of
the poor and socially declassed, those least able to afford alternative ac-
commodations, has similarly been criticized.

There are also questions raised as to urban renewal's capacity to pene-
trate to the core of blighted areas. Do the market realities permit the urban
renewal process to really stamp out the hard core of blight? Though the
program was originally advocated by municipal authorities faced with the
problems of securing additional ratables for revenue purposes, there has
been some disillusionment on this score also. The lag between the demoli-
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tion of existing taxpaying properties and the creation of new ones has been
most costly.

Those cities such as Newark, which have extensive urban renewal pro-
grams, have found that the great bulk of their capital expenditures must be
confined to the urban renewal program in order to meet the matching funds
requirement of the Federal Government. This, in turn, has created "a back-
log of unfulfilled needs which have grown to a very large proportion."" In
Newark's case, projected expenditures for the period 1964-1969 for the
functions of urban renewal will come very close to hitting the limit on the
city's borrowing capacity. These problems are rapidly being meliorated as
more experience is gained in the program and appropriate modifications are
instituted. There still remains the question of the ultimate results of fre-
quently unskilled and relatively unplanned efforts of improving the city.
These were vividly voiced by Mr. William Slayton, then Urban Renewal
Commissioner, when he said:

What are the bottlenecks of urban renewal? Are they functions of
time or are they functions of limited objectives? . . . These bottlenecks
of time are recognized and frequently condemned. Frequently, also
they are broken. Are these the real bottlenecks of urban renewal? . . .

The real bottlenecks of urban renewal are not functions of time or
process, but the difficulty of refashioning our cities in a rational es-
thetic and comprehensive pattern."

The question raised by Mr. Slayton is a very deep and profound one and
is worth restating. What is the optimum reality of the city in terms not
of recapturing some past glamour, but rather in terms of bettering the
outlook and morale of its inhabitants? The most effective arguments against
urban renewal have been those raised most recently by the newly aroused
verbal center-core residents who find themselves being displaced by the
activity.

Displacement Size and Relocation Problem

The basic problem was voiced clearly ten years ago by Fisher when he
pointed out that standards can only be boosted in housing if vacancies are
available." While this is an obvious necessity, some critics of the program
claim that it has been lost under the exigencies of getting programs going.
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Clearly housing conditions are not improved by demolishing occupied
substandard housing if, in the process, the total supply of accommo-
dations which the displaced family can afford is reduced. To as great
an extent as possible, demolition should be the consequence of aban-
donment, not the cause of it. The complement of this rather elemen-
tary point was stressed in the early public housing legislation which
provided that each new low-cost housing project must be accompan-
ied by an equivalent amount of slum clearance. Both concepts seem to
have been lost in ,'-iost current residential renewal efforts. When, as is
typically the case, housing and slum in blighted areas is replaced by
new homes for higher-income groups, there is no assurance that the
displaced families will be better or even equally well housed. Their
fate hinges on vagaries of the filtering process, which cannot function
effectively when the excesses of supply over demand are being dimin-
ished rather than increased.16

13

The problem has, of course, been accentuated by the racial difference
which frequently exists between the nonwhite, center-core city dwellers,
and the dominant white majority in the outer areas. The supply of housing
available to the former has been narrowed by urban renewal clearance,
while not infrequently the supply was not added to by the results of the
improvements made upon the cleared sites. The continual nibbling at the
problem through amended legislation is apt witness to this. The 1965 Hous-
ing Act, however, is a product of the experience gained from nearly two
decades of urban renewal activity. As such it shows signs of greatly improv-
ing the program.

At the same time that the shape of early urban renewal efforts has been
drawing criticism, the public housing effort in many major cities has been
slowing down.

Public Housing

The failure of private enterprise to provide adequate housing facilities for
the socially disadvantaged in center-core cities has been made up in part by
the development of public housing. From 1950 to 1956, for example, fifty-
seven out of every one hundred housing units started in Newark were in
public housing. The latter were one and one-half times as numerous as
starts of units in private two-or-more-family structures." The relative pau-
city of new multiple-family housing generated by the private market in
Newark since that time is indicated by the annual compendiums of the New
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Jersey Department of Labor and Industry, the State of New JerseyResi-
dential Construction Authorized By Building Permits. At this writing nearly
10 percent of the City of Newark's total housing units are in public hous-
ing projects.

Could public housing possibly provide a complete solution to the prob-
lem of housing the poor in the central city? Even the advocates of public
housing would be forced to accept a negative response to this question.
Certainly from the viewpoint of those who would be potentially the occu-
pants of public housing, there is a very real question as to whether the pro-
gram would be a substantial success if enlarged to that degree. Millspaugh
reports that though slightly more than 50 percent of the families displaced
by urban renewal would be eligible for low-rent public housing, less than
20 percent have actually moved into public housing.

In a survey of families to be relocated from New York's West Side re-
newal project, it was found that 68 percent were apparently eligible,
but only 16 percent said they wanted to live in public housing is

The distaste of substantial groups of the poor for public housing is indi-
cated by Back's study of slum and public housing dwellers in Puerto Rico.
Despite the very poor housing conditions of a statistically controlled sample,
about 30 percent were quite unyielding and said:

Under no condition would they move into a housing project. Half as
many 1.1ore would move only if they had to do so. The other responses,
which we get infrequently, all had to do with the payment of rent, if
they had low rent or no rent at all, etc."

The reasons for the distaste of public housing by the poor are grouped by
Millspaugh as follows:

1. The desire to stay close to the old neighborhood, whether public
housing is available there or not.

2. The feeling that a stigma is attached to residents of public housing.

3. An unwillingness to accept the rules and regulations that go with
publicly administered housing; among other things, slum families
often wish to spend a smaller proportion of family income on hous-
ing than is required in public housing.

4. Dislike of the physical character of public housing projects. (Re-
locatees mention distaste for elevator living, for concrete floors, and
so on.) 2°

/41
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In addition to these problems, resident and income restrictions are such
that many of the poor cannot qualify for public housing. For example, a
study of urban renewal in Northeastern New Jersey indicates that the areas
most likely to be subject to urban renewal have the greatest proportion of
normally ineligible newcomers to the area.2' The degree of segregation
which is the normal concomitant of the politically derived placement of
public housing and the effects on the morale of the inhabitants of the in-
stitutionalization of typical projects22 are merely same of the arguments
against public housing. This is not to detract from the great value that
public housing in appropriate proportions may have to the city's mix of
accommodations. Certainly it has been a pace-setter in improving the physi-
cal housing of the poor.

A much more sophisticated approach toward public housing is currently
in evidence. The use of extant housing and of smaller scattered units is a
welcome departure from the monolithic concentrations of the past and may
provide new vigor for the program.

During its last session, Congress heard proposals for augmenting the
rent-paying capacity of the poor and thus providing a greater degree of
housing choice, rather than subsidizing the housing needs of the poor
through direct construction of public housing units by the government. This
approach is considered in Chapter 12.

Given the revised urban renewal program and the new approaches in
public housing, the sheer size of the existing housing stock has greatly
strengthened efforts at organized rehabilitation.

Rehabilitation

In a study done in 1944 by the Chicago Housing Authority of the possibili-
ties of rehabilitation, the following questions were asked:23

1. Is rehabilitation of a slum area physically possible?

2. Is rehabilitation under private ownership economically sound?

3. Will rehabilitation of a slum area by The Housing Authority pro-
vide housing for low-income families more economically than new
construction?

The questions are more than twenty iL,drs old but their answers are far
from clear-cut. Newspapers and magazines are filled with sanguine stories
of successful rehabilitation efforts. However, as an overall program, the sue-
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cess of rehabilitation efforts is certainly open to question. As Julian Levi has
pointed out, based upon his Chicago experience:

Rehabilitation of properties in blighted areas remains an experimental
programsuccess has yet to be demonstrated. Moreover, the program
will either succeed or fail on area-wide terms. The successful rehabili-
tation of a single structure is most meaningful if further rehabilitation
within the area is thereby generated. Limited success and prestige re-
habilitation programs . . . do not permit broad generalizations. The
challenge of the program requires reversal of economic and social
forces achievable only through a massive effort, involving the elements
of adequate public facilities, required clearance, code enforcement,
economies in material and labor, and financing assistance not yet gen-
erally mounted."

The problem of securing appropriate financing is a recurrent theme in
all of the reports on rehabilitation efforts. Government efforts to provide
adequate financing have, according to some critics, been stymied by the
bureaucracy of lending agencies.25 The need for "take-out" financing, i.e. the
ability to mortgage out improvements, if professional rehabilitators are to
be brought on to the scene is clearly indicated by Nash.2°

The problem of securing financing on any terms in so-called black-listed
areas of the slums has often been presented as a major inhibitor of rehabili-
tation efforts.27 How realistic is this problem?

Obviously, the problem for the individual investor or property owner in
a decision to improve a specific parcel is complicated by the question of
whether his neighbors will similarly respond. A common platitude in the
real estate field, which will be discussed in later chapters, is that it's the
height of foolishness to improve a parcel over and above its neighborhood.

The Tax Question

Local government, throughout the United States, is largely financed by
property taxes. Although this varies considerably from community to com-
munity depending upon state aid and the prevalence of other types of taxa-
tion, the national figure is roughly 50 percent." In New Jersey, as shall be
seen later, the figure is considerably higher. Any plan which diminishes the
municipal tax base is dreaded. Its concomitant frequently is an increase in
the tax rate and a dynamic degenerative cycle of exodus of ratables leading
to tax rate increases and further exodus.

5
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In addition, there is the question of the effect of high tax rates on main-
tenance. Are rehabilitation efforts inhibited by the fear of upward boosts in
taxation? What is the capacity of tax abatements or tax limitations towards
securing improved housing? To a number of commentators upon the scene,
the property tax is one of the leading factors leading to poor maintenance.

Property tax, as it is based upon valuation, increases as properties im-
pruve. Any number of observers, in some studies, testify that such a
basis for a tax leads to neglect of property."

. . . the fiscal deterrent assumes not just a supplemental but the pri-
mary role in blocking urban renewal. It may defer private renewal, not
just for decades, but indefinitely, because of reverberating neighbor-
hood effects, from deterioration of old buildings, which progressively
rob sites of their renewability. . . . There are large areas in our central
cities which would be renewed forthwith in the absence of the fiscal
deterrents°

. . . (A) tax that imposes substantial penalties upon improvement, re-
wards decay, and encourages land speculation may have high social
costs. It would appear to be a major contributor to the economic and
fiscal ills of urban areas 8i

In the opinion of Arthur Weimer, Dean of the Graduate School of
Business of Indiana University:

Our real estate tax system works in reverse. Instead of giving the
owner an incentive to improve his property, there is an incentive to
let it run down. Every time he improves it, he courts higher taxes, and
he capitalizes the tax, and this is a tremendous investment. Since these
taxes are capitalized, the decision may have a tremendous impact on
the future.82

The Newark Central Planning Board stated the case from the view-
point of municipal authorities as one in which:

Our present tax system of ad valorem taxation compels us to tax new
construction the most, and dilapidated, older structures the least. The
result is a tax bonus for slum ownership and a tax penalty for the cre-
ation of modem standard houses. Yet, a similar dilemma is posed by
the rehabilitation of structures. Property owners have complained that
their concern, lest improving their property, will result in their assess-
ments being increased."

How realistic are these appraisals? What is their impact on the landlord?
And, if their weight is accepted, how reversible are the effects of taxation?

- _
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Summary

In this chapter attempts have been made to define some of the baic con-
ditions and background affecting the slum tenement and to define govern-
mentally inspired efforts to amend these difficulties. In sum, the government
has made substantial efforts at reviving the central core of our cities. None of
these efforts, whether it be public housing or the urban renewal effort or
present efforts at rehabilitation, though useful, have proven completely ef-
fective in and of themselves. The private market through generating great
quantities of new housing, largely in the suburbs and one-family though it
may be, has also affected the center-city housing market through the par-
tial vacuum which it has created in former middle-class areas. Despite this,
the process of filtering down, enormously substantial as has been its contri-
bution, is still far from satisfying the demands of society for better housing
in the central city. In the meantime, the gap between the aspiration level of
our society and the realities of center-city slums continues to expand.

This study is an effort to examine the dynamics of the private sector of
the market, particularly where it intersects with governmental policy. It
also attempts to define those areas in which the market may be reshaped to
provide more adequate housing within appropriate price ranges for the
central cityites.

In Chapter 2 is presented a detailed look at the scene of the major part
of the field work for this studyNewark. The physical aspects of Newark
and its population shifts will be examined. After a brief description of the re-
search methodology, the focus will turn in Chapter 3 to the tenantry. Who
lives in the slum areas as they have been defined? What are the landlord-
tenant relationships? What are the white-Negro relationships, which are so
significant in the housing market of most major cities? The concern here is
particularly with the tenants, rent discrimination against tenants and their
capacity to pay, as well as the effects of all of these on the maintenance of
parcels.

Chapter 4 undertakes an analysis of slum operations and profitability.
How profitable are slums? What kinds of operating ratios are extant within
them? What kinds of return on investment are there? What are the risks
and rewards of slum ownership? What does housing code enforcement ac-
tually mean to the landlords of slum tenements in the city?

From the operational point of view, Chapter 5 turns to the acquisition
proceduretenement trading and the buying and selling of parcels. The



r'r v, - .1

THE NATURE OF THE PROBLEM 19

major topics of concern will be turnover rates, slum-rent multipliers, the
capital gains potential of slums, and the problems of financing and mortgag-
ing. All of these must be viewed within the context of the basic question
the landlord's capacity and will to improve.

Chapters 6, 7, 8, and 9 take up the question of who owns the slums. Why
did they buy slum properties? What arc the different types of landlords? Are
there variations in attitude, response, capacity, and will to improve among
the several types of landlords? What is the effect of area upon the response
of the landlord? What elements make for "good" or "bad" landlords?

Chapter 10 is concerned with the question of financing. What is the
potential of mortgage aid in generating rehabilitation efforts?

In Chapter 11 the tax factor is examined in detail. Are slum properties
overassessed? What is tie effect of present reassessment practice on im-
provement procedure of !.andlords? How substantial are real estate taxes as
a percentage of income? And most significantly of all, what is the capacity
of tax abatement to generate additional investment in rehabilitation on the
part of the landlord?

The final chapter . ..lves around the potential role for government and
the policies required to secure rehabilitation. Is there some optimum mix of
strategy to energize the market in improving the housing conditions and the
aspiration levels of the center cityite?
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Chapter 2

THE CITY AND ITS ANALYSIS

IN using Newark, New Jersey, as the focal point of the study, our attention
is centered on a city which is an advanced prototype of most older eastern
municipalities. The detailed changes in population, both in number and
racial characteristics, and the changing function of the city as a whole,
which is the subject matter of this chapter, may be specific to Newark. As
general phenomena, however, they're all too familiar to most of our older
eastern cities and several of the newer western ones as well. The specific
efforts described here of both aroused citizenry and municipal authorities
to turn back the tide through urban renewal and rehabilitation programs in
terms of the specific details are uniquely those of Newark. Once again,
however, as general phenomena there are many similarities to efforts in
other cities.

The decay of the residential real estate market, as well as all of the
demographic shifts, are perhaps sharper in Newark than in any other major
northern city. Is Newark merely a forerunner of the situation to come in
other cities? What lessons can municipal authorities in other cities gain from
the Newark experience? Most important of all, what will be the raison d'être
of the older city in the future?

Newark, as indicated by the map shown in Exhibit 2-1 on page 23, is
the center of a broad industrial belt at one end of the nation's great pipe-
line between New York and Norfolk. Its broad industrial base is a tribute to
its location and to the variety of nationalities which have dominated its
population ai one time or another. The breweries of the "1848'ers" still exist
side by side with the leather works stimulated by Yankee Seth Boyden. In-
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EXHIBIT 2-1
MAP OF NEWARK AND SURROUNDING CITIES
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24 THE TENEMENT LANDLORD

creasingly important, however, are a variety of warehousing and near-
warehousing-type activities calculated to serve the New York market. As a
major financial center in its own right and home of several of America's
largest insurance companies, the white collar base of the city's economy is
equally substantial. Newark's original industrial growth was greatly stimu-
lated by its superb transportation facilities. No less than six railroads serve
the city.

The growth and development of alternative transportation means and
particularly the improvement of New Jersey's highways have resulted in a
variety of alternative industrial locations being made available. While
Northern New Jersey has acted as a magnet for industry from the New
York side of the Hudson, the bulk of new development has bypassed the
older New Jersey industrial centers for highway-oriented facilities. The re-
quirement of parking facilities, the fashion of horizontal rather than vertical
industrial plant development, the increased tax rates of the older cities, and
certainly not least, the changing racial composition of the city have played
major roles in slowing the development of the economic base of the city.1

Population Shifts in Newark

As Exhibit 2-2 on page 25 indicates, Newark's population rose very rapidly
from 1880 to 1920. The percentage increase from census to census averaged
nearly 30 percent. The numerical increases continued, although at a dimin-
ishing rate, through 1930. It was in the decade of the 1930's that the city
lost population for the first time. Though there was a small population in-
crease in the 1940's, the trend was reversed in the following decade with a
population loss of 7.6 percent.

These overall data, however, mask internal shifts which were even more
consequential. In a 1914 issue of Dau's Blue Book, a social register of New
Jerseyites, nearly 18 percent of the nine thousand five hundred families
listed had Newark addresses. Indeed, many of the slum areas that are to be
considered later are listed as locations for the socially elite. By 1957 a re-
searcher doing a study on group relations in Newark could say, "So fre-
quently do their leaders move to the suburbs, ( referring to the exodus of
social leaders from the city) that continuity of effort is sometimes impaired.
There is no phenomenon in Newark akin to New York City's luxury apart-
ments. There is no middle-income housing project. As status and incomes
rise, whites enter the new promised land of our era, the suburb."2
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EXHIBIT 2-2
NEWARK TOTAL POPULATION BY DECADE

25

Year Number Percent Change

1880 136,508 +29.9
1890 181,830 +33.2
1900 246,070 +35.3
1910 347,469 +41.2
1920 414,524 +19.3
1930 442,337 +6.7
1940 429, 760 2.8
1950 438,776 +2.1
1960 405,220 7.6

Source: U. S. Census.

This phenomenon is far from unique to Newark, and it should not be
coupled necessarily with the changing racial composition of the city's popu-
lation.3 Undoubtedly, however, the process was accentuated by the fact that
the vacuum, created by the white population of the city upgrading its resi-
dences into the newly-vacated better areas, was filled by the socially de-
classedthe Negro.

Exhibit 2-3 on page 26 shows the change in the number of white in-
habitants from 1940 to 1960. In Area 1* the white population loss was
23.7 percent in the decade of the Forties. This was accelerated in the next
ten years to a 61.1 percent white population loss. The seven census tracts in
this group lost over 70 per cent of their white inhabitants in twenty years.

The other groups are somewhat similar. As is natural, based upon the
preselection of A and B groups, the rates of change of white population are
quite different. In both cases, however, for both 2B and 3B the rate of white
population loss has been accelerating. For the sample areas as a whole, the

° While a fuller description of the research methodology will be reserved for the
latter part of this chapter and Appendix 1, it should be noted here that for the purposes
of analysis, five groups of census tracts have been segregated from the balance of the
city. The first group, Area 1, is the set of seven census tracts with less than one-fifth of
the units "sound," based upon the 1960 Housing Census. Groups 2A and 2B have the
same housing characteristics; between one-fourth and one-half of the units are sound.
Group 2A, however, consists of those tracts which are largely Negro-occupied; 2B are
those which are still largely white-occupied. Groups 3A and 3B consist of the twenty-one
tracts in the city whose housing is more than 50 percent, but less than 67 percent
sound. As in the case of the Number 2 groups, 3A is largely Negro, and 3B is largely
white-occupied. See the map in Exhibit 2-4 on page 27 for the locations of these tracts
and Exhibit 2-5 on page 28 for their housing condition. Thus, the area of prime focus
consists roughly of 40 percent of the city's one hundred tracts.
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EXHIBIT 2-4
NEWARK SAMPLE AREA DETAIL
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Census Tracts, Newark, New Jersey, Central Planning Board, November 1960.
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white population decline between 1940-1950 was 12.5 percent while the
balance of Newark lost only 0.9 percent. In the decade of the Fifties, the
sample areas as a whole lost 45.3 percent of their white population, while
the balance of Newark was losing 16.8 percent. In sum, in the twenty years
covered by Exhibit 2-3, the sample areas lost more than half of their white
population, while the balance of Newark lost less than a fifth.

Exhibit 2-6 on page 30 shows the equivalent changes in the total number
of nonwhite inhabitants. As can be seen, the decline in the number of white
inhabitants was largely offset by Negro immigration. It is evident from this
Exhibit that the pattern of segregation of Negro housing facilities within the
city has altered considerably over the 1940-1960 period. In 1940, for ex-
ample, the sample areas had nearly thirty-nine thousand of the city's forty-
six thousand nonwhites. By 1960, though the bulk of the nonwhite popula-
tion of Newark lived within the sample areas, more than forty thousand
were living in the balance of Newark.

The significance of this broader housing market will be touched on in
more detail in later chapters. It should be noted here, however, that unlike
many other cities ( or perhaps as a forerunner of other cities?) the total
areas of Newark available for nonwhite housing have increased very, very
substantially in recent years. This should not minimize, however, the fact
that the core of the city's blighted tracts are largely Negro-occupied. There
are less than half as many whites living in the sample area as of 1960 as
were living there in 1940. In 1960 nearly 60 percent of the population within
the sample areas was nonwhite. In 1940 it was little more than 20 percent.

The pattern of change can be most extreme. For example, in Census
Tract 33, there were only forty-six nonwhites out of a total population of
four thousand two hundred seventy-five in 1940, and in 1950 there were
only two hundred fifty-four of the total population of four thousand one
hundred eighty-six. By 1960 the number of nonwhites had increased to two
thousand three hundred eighty-nine out of a total population of four
thousand two hundred twenty-seven. Though the tract described here is
an extreme case, it is closely paralleled by a number of others.

Exhibi:. 2-7 on page 31 shows total changes in the number of inhabitants
from 1940 to 1960, and Exhibit 2-8 on page 32 shows the changes in housing
unit occupancy. The pattern of shift is clear. The sample areas, in the
decade of the Forties, increased in population somewhat more quickly than
the city as a whole. This changed quite radically in the following ten-year
period. While the sample areas lost 12.3 percent of their total population,
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the balance of Newark was losing only 4.1 percent. In this loss of popula-
tion, Area 1 and Area 2 lead the way. As will be shown in more detail later,
Area 1, the receiving depot for the initial wave of Negro migrants, is now
rapidly emptying out as other more desirable areas are available.4 The tran-
sition in 2B, which also will be examined in more detail in later chapters, is
a function of whites moving out and defacto segregation inhibiting their
replacement with an equivalent number of Negroes.

It is this context of population shift, both in number and in socio-
economic condition, which sets the basic parameters of the housing market
in Newark. Not one of the Group 1 tracts increased in white population
after 1940. Only one of the Group 2B tracts, Number 80, increased in white
population from 1940 to 1950. In the following ten years the number of
whites was halved in this tract. In Group 3A there is one tract which in-
creased in white population from 1940 to 1950, and this too lost more than
half of its white population by 1960. In Group 3B there were two tracts out
of the ten, which increased in white population from 1940 to 1950. Only
one of these maintained its increase through the following decade. (For a
complete tract racial change listing, see Appendix II on page 237.)

Longevity of Slum Property in Newark

The existence of slums in Newark is not a novelty. The clippings file main-
tained faithfully by the Newark Public Library is filled with material dat-
ing back to the turn of the century, indicating that the old Third Ward
(roughly identical with Group 1 tracts) was the focus of the city's indig-
nation even at that time. Crime, fire, diseaseall of these seemed to be
centered there. But this was essentially a localized phenomenon. In 1946 a
publication of the Housing Authority of the City of Newark, entitled The
Cost of Slums in Newark, pointed to essentially the same areas which had
drawn the fire of city critics for decades before. From the viewpoint of the
researcher, one of the provocative questions is whether the "growth of
blight in the city," usually identified with population shifts, is actually a
discrete phenomenon, or whether it is merely the giowth of realization of
the city's blighted condition as a function of up-graded public standards. A
glance at Exhibit 2-5 on page 28 gives some insight into the physical attri-
butes of the Newark poor-housing areas. The data shown is for 1940, 1950,
and 1960, divided into five groups, plus the city total. (Notice that there is
no direct comparability between the several censuses. The data must be
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used, therefore, within the same time spans.) The Group 1 tracts have ob-
viously been the poorest area of the city since 1940. By 1960 there was very
little in them which, by the definitions of the census used at that time and
within the time-altered judgments of the field surveyors, was judged as
sound. Groups 2A and 2B are essentially similar in housing characteristics as
of 1940. By 1950, however, the soon-to-be dominantly Negro 2A area had
degenerated much more than the 2B area. The measure of stability was re-
stored by 1960 with both areas being roughly two-thirds unsound. A some-
what similar division is apparent when Groups 3A and 3B are examined.
Group 3A in 1940 was nearly as poor as Group 1 in contrast with 3B. Al-
though 3B has remained essentially white, in terms of state of repair of
units, by 1960 both 3A and 3B were remarkably similar.

Three basic generalizations arise from this Exhibit:

1. Substantial blight areas existed throughout the major groupings as
early as 1940.

2. Those areas which are more blighted than their neighbors are the
first to be given over to Negro occupancy.

3. There is little to choose from in changes of housing quality between
areas initially of similar housing quality which are later split between
white and nonwhite residents. Blight's continuance is largely indif-
ferent to color.

It should be noted that the vast bulk of the housing in our sample areas
is rental. In Group 1, for example, the proportion is 83.5 percent of all oc-
cupied housing. For the city as a whole, it is 73.4 percent.

Vacancy Rates and Overcrowding

As will be indicated in greater detail later, there is data which shows a
growing vacancy rate in the Newark slums. While from the landlord's point
of view the decrease in population which has characterized the areas under
study has softened the rental market, it has considerably helped the over-
crowding problem.

In Exhibit 2-9, Central City Housing Utilization, 1950 and 1960, on
page 35, the number of dwelling units with 1.01 or more occupants per room
has changed substantially in the older residential cores of the area. In
Newark, for example, this decreased from 15.1 percent to 13 percent. In
the sample areas substantial improvement was experienced in absolite



er,r-^,TOMurK,15,

THE CITY AND ITS ANALYSIS 35

EXHIBIT 2-9
CENTRAL-CITY HOUSING UTILIZATION, 1950 AND 1960

Number and Percent of (Nonseasonal) Units
with 1.01 or More Occupants per Room

1950 1960

Number Percent Number Percent

Manhattan 99,846 16.5 92,386 13.3
Bronx 90,811 21.6 70,926 15.3
Brooklyn 138,369 17.6 110,053 12.9
Newark 18,216 15.1 16,600 13.0
Jersey City 12,418 14.8 10,077 11.4

Source: Frieden, The Future of Old Neighborhoods, p. 161.

terms; however, this still means that, according to the 1950 census, more
than 18 percent of the dwelling units in the hard-core slums are substan-
tially overcrowded. ( I think it can safely be stated, in addition, that though
the relative gain is clear cut, the absolute level of overcrowding is probably
understated by the census gathers' respondents.) In any case the area re-
mains one of aged, relatively decrepit housing, with little open space or
playground facilities, and with very little in the way of new, privately con-
structed housing. ( The prevalence of bars, of junkyards, and other sources
of blight is codified in Exhibit 12 of Appendix I on page 53. The Appendix
also contains data on construction, commercial occupancy, etc.)

Importance of Housing

How important is housing to the residents of the slum areas? Exhibit 2-10 on
page 36 portrays the results of a survey of two thousand five hundred ninety-
five Negro Newarkites on the major problems facing Negroes in Newark. The
most frequent reference is to housing. Getting better housing, for example,
got 39 percent of the response; high rents, 17 percent; and housing discrimi-
nation, per se, 10 percent. Even references to employment were far fewer.
Complaints about neighborhood conditions and rent levels predominated in
the results of the survey. ( The question of rent levels will be taken up in
the next chapter.)

Certainly one of the most harmful elements in the slums of Newark is the
prevalence of vacant and/or abandoned parcels. In the course of the field
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EXHIBIT 2-10
OPINIONS OF NEGRO RESPONDENTS AS TO THE MAJOR PROBLEMS

FACING NEGROES IN NEWARK, BY NEIGHBORHOOD

Major Problems Facing Negroes Total Percent

References to Housing
Getting better, decent housing 39
High rents 17
Housing discrimination 10

References to Employment
Jobs are scarce 22
Job discrimination, unequal job opportunities 19
Negroes' lack of training, preparation for jobs 2

Responses in Terms of Shortcomings of Negroes Themselves
Negroes' own conduct 5
Negroes don't stick together 4

General Responses
Discrimination, segregation 4
References to inadequate city services 2
References to schools 1

All responses indicating that Negroes have no problems
peculiar to own group. (Problems are same as those
of all others.) 4

All other responses 2

Don't know, no answer 15

100*
(2,595)

* Totals add to more than 100 percent due to multiple responses.
Source: MPC-II

study, and later interviewing, no less than sixteen out of a total of five hundred
sixty-six parcels in the random sample fitted this category. They were either
burnt out, boarded up, or in some cases basically vacant and open to the
wind and the derelicts of the neighborhood. Each of these parcels was re-
visited six months after having been observed. No less than twelve were
still in the same condition as had been observed initially. Each of these
parcels serves as a source of contamination for the entire neighborhood.
While the city in theory has a policy of requiring that vacant parcels be
cleared off the land, this L obviously far from the usual practice. In a num-
ber of cases, parcels were observed that had been vacant, according to
neighbors, for upwards of three years. Their effect on real estate values will
be discussed more fully later. Their effect on the human environment is
most deleterious.
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The changes in population have been particularly significant in increasing
municipal expenditures in Newark. Data from the State of New Jersey, De-
partment of Institutions and Agencies, Division of Public Welfare, indicates
that for nearly every category of welfare assistance, Essex County's expend-
itures were more than double those of its nearest New Jersey rivalHudson
County. With Newark the major reservoir of the unfortunate in Essex
County the relationship as shown in Exhibit 2-11 is all too clear.

EXHIBIT 2-11
NEWARK'S CONTRIBUTION FOR WELFARE BY YEAR, 1941-1963

Year
Health
Service

Welfare
Public Assist.

Poor and
Relief

Hospitals
(Aid to

Maintenance) Other Total

1941 $ 778,591.58 $2,486,825.71 $1,154,432.00 $ 4,419,849.29
1943 817,985.00 751,351.20 1,226,002.00 $198,325.00 2,993,663.20
1945 967,237.10 473,313.61 1,303,061.00 2,743,611.71
1947 1,705,617.50 662,839.50 2,113,284.04 4,481,741.04
1949 1,836,072.60 1,884,977.78 2,549,110.60 6,270,160.98
1951 1,762,426.74 1,648,034.93 2,873,554.00 292,359.90 6,576,375.57
1953 2,014,997.57 1,113,188.88 3,508,048.42 319,550.00 6,955,784.87
1955 2,155,868.89 1,963,638.73 3,844,689.72 7,964,197.34
1957 2,416,637.37 1,460,862.25 4,428,240.63 8,305,740.5
1959 2,131,553.04 1,385,450.42 5,738,599.48 9,255,602.94
1962 2,576,024.31 1,205,545.66 7,145,204.30 10,926,774.27
1963 2,529,014.58 2,536,542.77 7,439,520.72 12,505,078.07

Source: Annual Report of the Division of Local Government, State of New Jersey,
Statements of Financial Condition of Counties and Municipalities, New
Jersey Department of the Treasury, Division of Local Government,
1941-1963, Trenton, N. J.

Paralleling this problem is the increase in tax rates. The current tax rate
is $6.60 on nominally 100 percent of value. (See Exhibit 2-12 on page 38,
Newark Tax Rate per $100 Evaluation.) The dynamics of expenditures in
older cities need little amplification here. The symptoms of a relatively static
tax base and increased need are a platitude in every major American city.5
As shall be shown in detail in Chapter 11, Newark's situation is intensified
by New Jersey's dependence on land-based taxes; to a greater or lesser de-
gree, however, it is close to being universal.

01
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EXHIBIT 2-12
NEWARK TAX RATE PER $100 OF VALUATION

1927 $1.895 1947 $2.985

1928 1.915 1948-- 3.25

1929 1.90 1949 3.38

1930 1.97 1950 3.42
1931 1.99 1951 3.46

1932 1.90 1952 3.78

1933-- 1.64 1953 3.89

1934 1.825 1954-- 4.275

1935-- 1.68 1955 4.235

1936 1.905 1956 4.215

1937 $1.845 1957 4.47

1938-- 2.305 1958 4.805

1939 2.275 1959 5.105

1940 2.425 1960 5.125

1941 2.575 1961-- 5.055

1942-- 2.645 1962 5.37

1943-- 2.655 1963 5.79

1944 2.65 1964 6.60

1945 2.73

1946 2.78

Based on 100 percent of true value.

See text for actual experience ratio.

Conclusion of Newark Background

It is within this context of rapid population shift, of an aged city whose core
is composed largely of inadequate housing, of a city that partakes of the
fiscal and human problems which are nearly universal among American
municipalities, that Newark's efforts at renewal and rehabilitation have
taken place. The scale of these efforts has been considerable. Frequently,
however, they have been too little and too late in terms of the dynamism of
change within the city. Newark remains a city of much hope in the face of
great problems.°

Methodology

The material which follows is based upon intensive analysis of five
hundred sixty-six slum tenements, i.e. parcels having three or more apart-
ment units within the slum areas of Newark. The parcels chosen on a ran-
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dom basis are essentially representative of the housing types within this
category in the city. As noted earlier, for the purposes of analysis, the city
was divided into five different housing/racial categories. (For a full analysis
of the methodology see Appendix I on page 40. )

Sales, mortgage, and tax data were secured for all the sample parcels,
and lengthy depth interviews were obtained from the owners of three
hundred ninety-two of the five hundred sixty-six parcels. The nonrespondents,
as more fully explained in Appendix I, are roughly similar to the respond-
ents. The major exception is the relative paucity of owners of abandoned
parcels who could be found. The field survey and choice of parcels were
completely independent of the research on ownership. Surveyors, therefore,
were not aware of who owned individual parcels in app. aising the quality
of maintenance and upkeep. The appendices give full descriptions of the
parcel-choice and interview techniques which were employed.
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Appendix I

SAMPLING METHODOLOGY

Housing Conditions and Demographic Partitions

The basic sample target was a representative sample of Newark slum tene-
ments (parcels with three or more rental units) divided into several cate-
gories of blighted areas.

There were three basic way stations on the road toward the ultimate
parcel choice. The first of these was the question of what criterion should
be used to measure the degree of blight; the second was the question of
what geographical subsets were to be used in describing areas; and the
third was the question of what degree of blight to use as sample partitions.

For these purposes the United States Census of Housing: 1960 for
Newark, New Jersey, was utilized. The census presents data on housing
units by three categoriessound, deteriorating, and dilapidated. (For a
full description of these terms, please see Appendix III on page 243.) Obvi-
ously the subjective judgments of the field survey groups used by the census
play a major role in determining the categories in which the housing units
are placed. There are a number of discrepancies between the census data
and studies done both by the Newark City Planning Board and the Newark
Housing Authority. Nevertheless, for purposes of a rough sort of the city's
areas the data proved reasonably reliable. When the proportion of sound
housing for each of the city's census tracts* was listed in an array from

° Definition of Census Tract "Census tracts are small areas into which large cities
and adjacent areas have been divided for statistical purposes. Tract boundaries were
established cooperatively by local committees and the Bureau of the Census, and gen-
erally designed to be relatively uniform with respect to population characteristics, eco-

40
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those tracts with the least sound housing to those with the most, there were
two obvious clusters. As the table in Exhibit A-1 on page 42 indicates, there
were seven census tracts with less than 20 percent of their housing units
sound.

Yet another cluster was present for the eleven tracts with less than 50
percent of sound housing. In order to see whether there would be signifi-
cant differences in landlord opinion and reaction in areas which had con-
siderable pockets of blight, but which overall were still basically sound,
a third set of tracts was chosen from the next twenty-one. The very best of
these tracts had 66.7 percent of its housing classified as sound. (For a full
list of all of Newark's tracts see Appendix II.)

A map was then drawn showing the three sets of tracts. This map was
taken by the project leader to several tenement managers and Newark real
estate speculators who, after a brief discussion of the importance of neigh-
borhood in determining investment, were shown the map and asked
whether this map was a reasonable representation of the variations in
Newark "low end" neighborhoods. In all cases they confirmed the overall
validity of the sets chosen. This is not to indicate that there are not blocks
in Area 2 as bad as anything in Area 1, or, for that matter, that in Area 3
there are not pockets of blight which would be out of place at all in
Area 1. It does mean, however, that in terms of an overall neighborhood
context, usually of approximately twenty blocks, the sets chosen made some
sense to seasoned real estate investors. Area 1, the hard-core area, had as its
worst tract one in which only 2.3 percent of the housing units were classi-
fied as sound. Its best tract had 17.7 percent classified that way. In Area 2
the range was 26.7 percent to 46.6 percent. Group 3 started at 50.2 percent
and went up through 66.8 percent sound. Notice, by the way, the discon-
tinuity between the groups. There is no abrupt step between the top of
Group 3 and the balance of the city. Our upward boundary was set at an
offhand estimate of two-thirds sound.

For the purposes of later analysis, another partition was found worthy
of note. This is the proportion of housing occupied by nonwhites. For Group
1, this ran from a low of little less than half, 48.7 percent, to a high of 92.9

nomic statuses, and living conditions. The average tract has about four thousand resi-
dents. Tract boundaries are established with the intention of being maintained over a
long time so that comparisons can be made from census to census." Source: U. S.
Bureau of the Census, U. S. Censuses of Population and Housing: 1960 Census Tracts,
Final Report PHC (1)-105.
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percent. Current opinion indicates a comparative homogenization of the
Group 1 tracts. Both for Groups 2 and 3, however, there were decided
dichotomies.

In Group 2A, for example, the proportion of nonwhites in 1960 ran from
a low of 56.2 percent to a high of 84.4 percent with a relatively even dis-
tribution through the eight tracts concerned. Group 2B goes from a low of
22.1 percent to a high of 42.4 percent. Similarly, when Tract Group 3 was
prepared in a rank ordering, there was an obvious division into two differ-
ent subgroups with eleven census tracts running from 41.2 percent to 95.1
percent nonwhite occupancy and ten tracts running from a low of 6.8 per-
cent to a high of 34.2 percent. The exhibits in the main body of the work are
based, therefore, at least in part, on five subsets based on a combination of
housing characteristics and also nonwhite occupancy. Exhibit A-2 sum-
marizes the tract group categories. In order to economize on survey costs,
the number of tracts in Group 3 was reduced by means of a random num-
ber table from twenty-one to thirteen ( seven in subset 3A and six in
subset 3B ).

EXHIBIT A-2
TRACT GROUP CATEGORIES

Housing Proportion of Occupied
Number Characteristics Housing Units Occupied

Group of Tracts Percent Sound by Nonwhites

1

2 {A

fA
3 B

7 2.3-17.7 48.7-92.9

8 29.1-46.8 56.2-84.4
B 3 26.7-38.0 22.1-42.4

11 50.2-66.7 41.2-92.6
10 51.2-66.8 7.9-31.1

Block and Parcel Choice

The Newark Census Tracts within each of the three Housing Sets were
then detailed in terms of tie number of those census blocks they contained
which had twenty or more renter-occupied dwelling units. For each tract
enough blocks were chosen using a random number table to secure approxi-
mately forty to fifty blocks per set one, two, and three, respectively. The
number of blocks per tract, however, regardless of the paucity or abundance
of blocks with twenty or more renter-occupied dwelling units within the
tract, was limited to five by means of a random number table. The parcel

14 .4i t: dalo o,



44 THE TENEMENT LANDLORD

surveyors were then sent out to the chosen blocks. ( The instructions for the
parcel surveyors and the parcel check list are incorporated in Appendix IV
on page 251.) Starting at a designated corner of the specified block, the field
surveyor counted all parcels on the block which had three or more rental
units. He then used a random number table to determine which of those
parcels were to be incorporated into the sample. For no block were more
than five parcels chosen. In theory this should have yielded two hundred to
two hundred fifty parcels in each area. Because of blocks which contained
fewer than five appropriate parcels, this was not the case. In addition, three
parcels were discovered to be in tax-exempt hands and were, therefore,
dropped from the sample. For Area 1, there are one hundred eighty-six
parcels, while there are one hundred eighty-two in Area 2, and one
hundred ninety-eight in Area 3, for a total of five hundred sixty-six parcels.
Exhibit A-3 summarizes the numbers involved.

EXHIBIT A-3
SUMMARY OF BLOCK AND PARCEL CHOICE

Number of
Tracts

Number of
Blocks Chosen

Total Parcels
Counted

Parcels in
Sample

Area 1 7 39 609 186
Area 2 11 42 622 182
Area 3 13 52 829 198

41.
566

As stated earlier, a parcel for the purpose of this study was defined as an
individual tenement with three or more rental units. This latter stipulation
introduced a number of problems. There have been a number of both legal
and nonlegal conversions of one- and two-family houses into multiples
which would meet the category standards. Distinguishing these parcels
from their unaltered equivalents, however, was frequently difficult. Unlike
the situation in middle-class rental units, postal boxes are not an adequate
indication of the number of rental units. Wherever there was doubt, tenants
on the parcel were questioned. When there was no one at home and
entrance into the parcel was prevented by a locked front door, neighboring
tenants and store owners were questioned. Undoubtedly, the sample does
contain some two-unit buildings despite this precaution. In Exhibits A-5 and
A-6 on pages 45-46 of this appendix a breakdown of the parcels by number
of dwelling units is presented.

4s
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The Field Survey Parcel Check List

The basic goal of the field survey was first, as indicated above, to secure a
random sample of tenements in the areas of Newark which had been de-
fined. In addition, a basic description of the parcel, its condition and main-
tenance was desired. In the Exhibits which follow are detailed the results of
this survey.

As Exhibit A-4 indicates, there are three categories of occupancy: those
dwellings which were described as occupied, those which were partially
occupied, and those which were vacant. If the categories are taken in re-
verse order, the vacant parcels were those parcels which were completely
vacant. The reasons for this, as was later discovered, were various: a num-
ber of the parcels were burned out; some were in the process of being re-
stored, and several were boarded up, with no signs of tenancy. The par-
tially-occupied category required much more judgment on the part of the
field surveyors. These were parcels which showed signs of substantial va-
cancy. In a number of cases a part of the parcel had been either demolished
or obviously vandalized. In a number of cases they were parcels which had
been substantially rebuilt and were just in the process of being rented. The
occupied parcels, on the other hand, although they had the normal quota of
"For Rent" signs, exhibited none of the characteristics of the other two sets.

There is little variation in the proportion of these categories by area. As
a whole, however. 9.5 percent of the parcels investigated were either vacant
or substantially unoccupied.

Exhibit A-5 shows the size of parcel and the number of apartments as
noted by the field surveyors. As is indicated, the bulk of Newark tenements
are relatively small with six or fewer units. A very few ran in the thirteen
and over categories. This obviously is a factor of considerable significance in
terms of the costs of maintaining and supervising rental units in Newark.
Larger units obviously can more easily afford the services of a full-time resi-
dent janitor or superintendent. Smaller units, on the other hand, can have
only part-time supervision at best. Area 1, the hard-core slum area, has the
largest number of parcels with more than six units. The number of apart-
ments observed required a considerable degree of judgment on the part of
the field surveyors, and obviously there was much room for error.

The size of parcel was checked out in the personal interviews. By adding
back in the "less than three units" which were claimed by landlords as a
category to the three- to six-unit figure, it can be seen that the field survey
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48 THE TENEMENT LANDLORD

universe and interviews have roughly the same size of unit proportions.
Notice, as shown in Exhibit A-6, sleeping rooms, per se, played a relatively
minor role in the sample. When this subject was checked in deptl. with a
number of landlords, it was discovered that the familiar pattern is for
apartments to be rented to individuals who then, in turn, sublease indi-
vidual rooms as sleeping rooms. The giving over of an entire parcel to
sleeping rooms, however, is comparatively infrequent, representing only
2.3 percent of the interviewed group.

The bulk of the construction in the sample set is frame. The proportion
of masonry runs from 22.9 percent in Area 3B to 31.2 percent in Area 1.
More than half of the frame structures ::ave been covered with asphalt
siding of one form or another, and, as Exhibit A-7 on type of construction
indicates, a substantial proportion of them are in bad condition.

Condition of Parcel

The next category in the field survey directions was aimed at defining the
quality of the parcel being surveyed. This is obviously a difficult task in-
volving a variety of subjective elements. There were three questions which
were directed to this end. The first of them appraised the quality of ex-
ternal appearance. The field surveyors were asked to compare the parcel to
its immediate neighbors. Was it poorer than its neighbors, the same as its
neighbors, or better than its neighbors? The results appear in Exhibit A-8.

The field surveyor was then asked to define the absolute quality of the
landlords' maintenance of such elements as garbage facilities, halls, stairs,
fire escapes, porches and steps. This too was categorized by reasonably-
kept, poorly-kept, and well-kept. A substantial difference from area to
area is evident in Exhibit A-9. Nearly one-quarter of all parcels were rated
as poorly-kept by the surveyors in Area 1. This ratio drops substantially
for the other areas to a low of 7.4 percent in 2B (based on a relatively small
sample in this latter area).

Of the well-kept parcels, Area 1 has the smallest proportion, roughly one
out of seven. Although Area 2 as a whole is poorer than Area 3, Area 2A is
far worse than Area 2B. A similar relationship exists between Areas 3A to
3B. In the last, which is the "best housing area," largely white-occupied,
nearly one-third of all parcels are well-kept. For the sample area as a whole,
61.6 percent are reasonably-kept, 19.3 percent are poorly-kept with a similar
proportion well-kept.
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The surveyors were then asked to compare the street upon which the
parcel being rated was situated with the general area. A word of definition
is in order here. By the street was meant the block frontage on which the
parcel was located. By the general area was meant the frontage across the
street which it faced and the several blocks in the immediate area, with
greatest weight being placed upon the facing frontage. ( See Exhibit A-10
on the following page.)

Nonresidential Use

One of the most striking characteristics of the slums is the number of parcels
which have commercial occupancy to some degree. This can be the small
grocery store, the automobile repair shop, the plumbing and roofing con-
tractors' headquarters, and so on. Two measures of commercial occupancy
were defined. The first was a minor degreeoccupancy which would gen-
erate in the surveyor's opinion less than 30 percent of the total parcel rent
roll. The second was rated as a "significant category," i.e. over 30 percent of
parcel rent. Obviously, these are rough judgments on the part of the sur-
veyors. They were checked, however, in nine cases by this writer and only
one substantial discrepancy was noted. Area 1 has by far the greatest de-
gree of commercial occupancy. Nearly one-quarter of all parcels in the
sample had commercial occupancy of some nature. Area 2A was next with a
total of 15.6 percent. Interestingly enough, both B categories had less com-
mercial occupancy than A categories. For the slum areas as a whole, the
figure was 16.4 percent (Exhibit A-11).

These commercial facilities, convenient as they often are for local resi-
dents, provide a substantial cornerstone of blight. The older areas of the
city are obviously over-stored. Many boarded-up stores in otherwise occu-
pied parcels were found. A good proportion of the c-unnercial occupancy
was provided by bars.

Exhibit A-12, Proximity of Nuisances, is indicative of the problem. More
than half of the parcels in Area 1 were on the same block front as a "nui-
sance"defined as a bar, loitering area, a neighborhood hang-out (in one
case), junk yards, factories, heavy traffic areas, and so on. Twenty-three out
of the one hundred eighty-six parcels in that area had more than one prob-
lem of this kind. The proportion of bars in Area 1 is overwhelming. Nearly
one out of every five parcels was reasonably close (i.e. within a half block)
to a bar.

_
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54 THE TENEMENT LANDLORD

It is obvious that the city's liquor licensing in the hard core has been
more than generous. While it may be far from realistic to assume that in the
absence of the bars the housing conditions in the hard core would improve,
certainly the environment would be enhanced as far as the residents are
concerned.

The mixed land-use factor so characteristic of Newark is also evident
here. Notice that the prevalence of factories is highest both in Area 1 and
Area 3B. Area 3B is something of a phenomenon. It is an old industrial area
that has become residential, largely populated by the immigrant stock de-
rived from the turn of the century immigration. It is essentially a Polish and
Italian area, euphemistically referred to as the Ironbound. Obviously, if one
contrasts the housing conditions in Area 1 with those of Area 3B, the simple,
mechanical approach of equating mixed land-use and blighted housing con-
ditions is far from complete. Area 1, though quite heavy in this category, is
far lighter than Area 3B. The latter, on the other hand, though its housing
conditions are far from completely satisfactory, still is an infinitely better
environment than that of Area 1.

Essentially this completed the field choice and survey of the parcels.
From this point attention was turned to defining ownership and acquisition
of the parcels.

Ownership
Defining the ownership of slum tenements is a far from easy task. In the
case of Newark the researchers were fortunate in having the Essex County
Real Estate Directory available. This is a service which compiles frequently
updated ownership lists which include transaction data. Unfortunately,
the prevalence of nominal transfers, i.e. transfers usually without considera-
tion as between members of the same family or between holding corpora-
tions, must be researched in order to find last bonafide sales. With the help
of title experts, Miss Dorothea Kaas and Howard Nacht, this difficulty was
overcome. Exhibit A-13 on page 55 gives the proportion of nominal transfers
between the last bonafide sale and the present. As can be noted there, over
one-quarter of the last bonafide sales had had at least one nominal transfer
between "true" sale being generated and the present.

Titles were researched back to 1939. In all cases that were not clear,
actual title deeds were researched. Although initially data were obtained
on nominal ownership by deed, this is far from indicative of the true owners
of the parcels in question ( Exhibit A-13 on page 55). It was fund, for
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56 THE TENEMENT LANDLORD

example, that many major holders held parcels individually, and conversely
that the existence of a corporation did not necessarily mean a multiple
holder. Similarly, the addresses of owners, as obtained from the title search
and by the cooperation of the Newark tax authorities, was far from ade-
quate. Many owners use addresses of convenience, which are far from in-
dicative of their real residences. These addresses, however, did provide a
first lead for the next stage of the research, contacting the individual
landlords. (For an extended discussion of the problem of nonbonafide con-
veyances, see Grebler, Housing Market Behavior in a Declining Area, pp.
199-200. )

The Interviewing Pattern
The Nature of the Instrument

The interview pattern which was decided on was a personally admin-
istered, structured one. There were thirty-one substantive questions plus
an additional number of personal classification questions. It is obvious
that securing reliable responses in sensitive areas is most difficult. In order
to meet this problem, the pattern of the interview rotates relatively innocu-
ous questions with the basic important ones, i.e. those concerning capacity
and will to improve, given certain concessions. On such questions as va-
cancy rates and goals of property ownership, projective techniques were
used, i.e. what do most owners do, etc.? A substantial degree of redundancy
was introduced in order to check out difficult areas.

The interview instrument went through a number of permutations in
dry runs conducted by the author among owners in other New Jersey
municipalities, such as Jersey City and Hoboken, before being stabilized in
the form in which it is presented in Appendix V on page 257. It can be ob-
served there that a number of the questions are essentially open-ended.
This provided the interviewer with an opportunity of jotting down the
wealth of information that was often offered that would not have been en-
compassed in a completely structured instrument. A basic coding sheet
was developed in the course of the pretests. All coding and checking were
done by the same two-man team directed by Howard Nacht and the author.

The Interviewers

Sixteen individual interviewers worked on this project. However, four of
them contributed nearly two-thirds of the total responses. Spot-checking by

-,,



SAMPLING METHODOLOGY 57

phone was conducted among those interviewed to assure the continuity of
the performance. The interviewers had a variety of backgrounds with a
majority being law school students at the Rutgers Law School. Several
were social workers or teachers in the Newark area, and a number were
elderly, retired individuals. In areas where the resident landlords typically
were Negro, every effort was made to assure that the interviewer was also
Negro. Interviews with Puerto Rican owners were done in Spanish by Miss
Hilda Hidalgo. All interviewers, prior to doing any interviewing, went
through training sessions under Mrs. Mildred E. Barry, who also supervised
the field work. In addition, an interviewer's manual was prepared and the
interviewers were tested on its contents. (A copy of the manual is in Ap-
pendix VI.) All interviews were checked in detail by Mrs. Barry with the
individual interviewer. A typical interview lasted roughly one and one-half
hours.

Finding the Owners

As mentioned earlier, the addresses given in title records are far from ade-
quate for the purpose of finding slum tenement owners. Though cover let-
ters indicating the nature of the project and alerting the owners to a forth-
coming telephone call from the individual interviewer were sent out, nearly
40 percent a them were returned due to the lack of an appropriate address.
Cooperation of the Newark tax authorities was secured for follow-up letters,
based upon tax-record addresses, but even these were not completely
adequate.

It was found necessary to do door-to-door investigation in a number of
cases on the ownership of parcels. A substantial part of the success in this
regard was due to the efforts of Lawrence Besserer, the chief field inter-
viewer. Field researchers were unable to contact the owner in forty cases.
This represents less than 8 percent of the total sample. In eight of these
cases not even the name of the owner was secured. These cases were
largely abandoned and, vacant parcels. Eighty-seven of the parcels had
owners who refused outright to cooperate. The accompanying summary of
interview problems and refusals indicates their breakdown by area (Ex-
hibit A-14 on page 58). The failure to secure interviews in the other cases
was for a wide miscellany of reasons: deaths in the family, illness, inability to
speak English, and so on. Twelve of the parcels were in the hands of owners
who lived too far from the interview area to be contacted within the budget
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of the research project. Eleven of the five hundred sixty-six parcels were in
tax-exempt hands, and in those cases no effort was made to secure inter-
views. In sum, therefore, three hundred ninety-two interviews were secured
and one hundred sixty-five were not secured, with three of the latter
partially secured.

Respondents vs. Nonrespondents

Is there any skew in the nonrespondents distribution which would make
generalizations dangerous? Can these generalizations be made on the basis
of the 70 percent of the sample who permitted themselves to be inter-
viewed as to the conduct and attitudes of the nonrespondents? This is a
difficult question to answer.

Based upon interviewers reporting on their failures, the nonrespondents
are perhaps weighted in the direction of elderly owners, typically of immi-
grant stock. There is no one single group that can be isolated from the
nonrespondents. Two of them, for example, were Black Muslims who re-
fused to cooperate with Negro interviewers who were lackies of the
whites." One of the nonrespondents who owned eight parcels in the sample
group is one of the major owners of slum tenements in Newark. The inter-
viewer finally gained admission into his real estate office by camping out-
side of it for an entire day. The owner, however, still refused to cooperate
substantially with the questionnaire.

The bulk of the nonrespondents, however, were not multiple owners of
parcels within our sample area. In asking major real estate dealers who were
the significant owners of parcels, none of the persons mentioned, with the
exception of the one noted above, were in the nonrespondent group.

One area of skew, however, was the owners of vacant parcels. As noted
earlier, considerable difficulty was experienced in finding these owners.
Frequently, when found, the interviewers were unable to secure adequate
interviews. On the whole, however, it is the author's opinion that reasonable
generalizations for the whole sample can be made on the basis of the 70 per-
cent successful interviews secured. Exhibit A-15 on page 60 compares the
maintenance of parcels with landlord interviews vs. those without.

As stated earlier, essentially complete interviews were secured with the
owners of three hundred ninety-two parcels. This does not mean, however,

t, that there were three hundred ninety-two individual interviews. In a num-
ber of cases there were owners who had more than one parcel in the sample.
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EXHIBIT A-15
PARCELS WITH AND WITHOUT INTERVIEWS, BY CONDITION OF PARCEL

Parcels

Reasonably
Kept Poorly Kept Well Kept Totals

Num-
ber

Per-
cent

Num-
ber

Per-
cent

Num-
ber

Per-
cent

Num-
ber

Per-
cent

With
interview 240 61.2 69 17.6 83 21.2 392 100.0

Without
interview 114 64.4 37 20.9 26 14.7 177 100.0

Total sample 354 106 109 569*

* Includes three tax-exempt parcels.

Figures ire Exhibit A-16 indicate the extent of this. There was one owner
who owned eleven parcels within the sample number. In the interview the
owner indicated that his total holdings were in excess of two hundred par-
cels within Newark. The other multiples included one owner of five parcels,
one who owned four, five who owned three, and thirty-five who owned two
parcels each. The total number of multiple sample parcel holders were
forty-three and these made up one hundred five of the total parcels in the

EXHIBIT A-16
NEWARK-MULTIPLE OWNERSHIP

NUMBER OF PARCELS X NUMBER OF OWNERS = PRODUCT

11 1 11
5 1 5
4 1 4
3 5 15
2 35 70

10543
Total interviews 392

Multiples 105

= Individual sample parcel owners 287
+ Multiple owners 43

= Total property owners interviewed 330



4,-,0',41, ak, Va..

1111----

SAMPLING METHODOLOGY 61

sample. Thus, there were three hundred thirty property owners who were
interviewed in the course of this study.

Multiple-parcel owners were asked about their parcels individually. The
answers that are tabulated in this work are weighted in proportion to the

three hundred ninety-two parcels owned.



Chapter 3

THE TENANTRY

Before turning to the operationb of buying and selling of slum tenements, it
is essential to have some feeling for the characteristics of the tenants. This
chapter centers initially on the socio-economic characteristics of the ten-
antry: race, education, income levels, and capacity, as well as will to pay
higher rents for more housing amenities. The focus then turns to rent dis-
crimination in housing and to the tenants' effect on parcels.

Racial Mix

Exhibit 3-1 on page 63 presents an analysis of the response given by land-
lords in the several subsets of the research area to the question: "Do you
have Negro or white tenants at (address)?" The answers indicate the domi-
nance of nonwhite groups. There is a substantial variation, however, within
the several areas. In Area 3B, for example, 47.1 percent of the parcels are
occupied solely by whites. In Area 3A, which is of equivalent housing char-
acteristics, only 12.7 percent are solely white-occupied. In Area 1 the figure
is 7.9 percent.

Notice that there are comparatively few "mixed" buildings. Holders of
slum tenements repeatedly made the point that they 'found it difficult to
maintain balanced buildings. "If you are going to turn a building, you might
as well go all the way; you're not going to keep the whites there for very
long in any case," said one major professional holder.

The proportion of parcels occupied by nonwhites is directly proportional
to the scale of the landlords holdings as shown in Exhibit 3-2. This is largely

e .1
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a function of large-owner dominance in Area 1, as well as white small-
owner prejudice.

The sample probably understates the proportion of Puerto Ricans living
in slum areas of Newark. It is, however, roughly characteristic of the racial
mix of tenantry and agrees reasonably well with the data presented in
Exhibit 2-8 on page 32, Proportion of Housing Units Occupied by Nonwhites
by Group and Subgroups as a Percentage of the Total Occupied Units. A
substantial proportion of the white tenantry represents the newer immigrant
strains that have passed through Newark from southern and eastern Eu-
rope. Italians dominate, closely followed by people of Polish and Russian
extraction. These national origins have considerable significance in de-
termining the degree of mobility of whites out of certain marginal housing
areas.

Education

There are pitifully few statistical aids with which to categorize the slum
tenement dweller as against the bulk of the city's population. For example,
in terms of median school years completed by persons twenty-five years of
age or more, shown in Exhibit 3-3 on page 66, it can be seen that the study
area's inhabitants, in terms of schooling, lag behind the balance of the city,
though substantial gains have been made over the past twenty years.*

Income Levels

Income levels are undoubtedly an even better criterion of the characteristics
and potential of the tenantry. In Exhibit 3-4 there is a comparison of the
income levels by tract grouping in 1950 and 1960 for "families and unre-
lated individuals," as well as data for "families only" in 1960. Again the pic-
ture is one of improvement over time within the several groups. Equally
obvious, however, is the fact that in terms of the city total for all tracts, the
slum areas have far to go. Notice that income levels vary roughly in propor-
tion to housing characteristics, with an internal shift based on Negro or

* In this and other exhibits based upon census data, the information given is for the
entire area, including resident owners as well as tenantry outside our housing category.
The tenement dweller undoubtedly ranks somewhat lower than shown by the overall
data; however, the data does give a reasonable indication of the basic discrepancies
among the residents of the several tract groups.

a
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68 THE TENEMENT LANDLORD

white dominance in the areas. Later in this chapter the question of ca-
pacity to pay will be discussed. For the moment, however, it should be
mentioned that the income levels of slum dwellers are substantially below
the city-wide average.

In Exhibit 3-5 unemployment rates are presented by tract group. The
absolute level of unemployment, though it certainly has improved since
1940, is obviously very high. For Group 1, for example, at 12.8 percent it is
more than one and a half times the city total. The difference between A and
B groups in unemployment is most clear-cut, with the Negro areas hardest
hit. To the degree that these figures give a rough indication of the tenantry,
what do they mean? Obviously, they indicate a potential rent payer of rela-
tively low income, of limited education, primarily nonwhite, with relatively
high unemployment and concomitantly, irregular income levels.

Will to Pay Higher Rent

The question of whether the rehabilitation of slum tenements can be ac-
complished without boosting rent levels, and its complement, the question
of whether slum tenement dwellers can pay higher rents, has attracted consid-
erable literature. According to Nash,1 the basic hard core of low income
families can only be aided by more rapidly rising incomes or some form of
public assistance. Fisher,2 on the other hand, in his analysis of 1950 census
data, pointed to the fact that "nearly three out of every ten primary families
and individuals renting substandard housing inside standard metropolitan
areas could have paid the median gross monthly rent of $50.50 for standard
housing without committing more than one-fifth of their 1940 incomes for
rent." Without raising the question of priority of expenditures other than
housing, even in Fisher's analysis, seven out of ten of these primary families
and individuals could not have paid that one-fifth figure.

The question of whether, even given the means, the typical slum tene-
ment dweller is willing to pay for upgrading, is beyond the scope of this
study. There is considerable question on this point however, as Grebler,
Blank, and Winnick state:

There is impressive evidence that housing has moved downward in
the consumer's scale of preferences. Newer consumer goods and serv-
ices have been more successful in the competition for a place 1n
family budgets.3
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Certainly in the responses of the landlords there is an obvious feeling
that the capacity and/or willingness of tenants to pay higher rents is mar-
ginal at best. For example, among owners, when asked about the installation
of central heat in reward for a tax or mortgage deal, the response typically
was that they simply could not get their investment back. Certainly in terms
of the usual rate of return required by owners of tenements, this is perhaps
the case. There is an obvious discontinuity between the tenant who rents
for $40 a month and the tenant who pays $70 a month. If the owner feels it
incumbent upon himself to repay his central heat expenditure within two
years, this is the rent gap that must be bridged.* The question of whether
there is enough "fat" in present returns on slum tenements to make en-
forced rehabilitation practicable without rent boosts will be raised in a later
chapter. It should be noted here, however, that there is considerable question
of the tenants' capacity or desire to pay higher rents in exchange for middle-
class amenities.

Rent Discrimination in Housing

Complicating the question of the capacity to pay is the question of whether
Negroes and other declassed groups have to pay more for equivalent hous-
ing than do whites. Certainly this attitude is felt strongly by Negroes them-
selves. Seventy-three percent of the Negroes interviewed in a broad scale
survey of Newark attitudes felt that members of their race had to pay more
for the same kind of apartments than do whites. Only 20 percent said that
rent and race are unrelated matters. Most of the Negroes who believe they
pay premium rents talk in very general terms about the reasons for this situ-
ation. However, in one way or another, it is clear that they are talking about
discrimination by whites, and that they place the blame directly on the
white property owners. It is interesting to note that 3 percent of the Negroes
said spontaneously, without any special questioning on the matter, that
Negro landlords themselves do this to other Negroes.4

For an example of a well-meaning effort to move into extremely dilapidated ten-
ements and bring them up to standard under private, low-return aegis, see the semi-
comical tale of Laurence Rockefeller's efforts on the Lower East Side, which ended with
Mr. Rockefeller being sued by a number of the tenants discontented by rent boosts. See
The New York Times, April 12,1963, p. 29.
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In Exhibit 3-6 is presented an attempt to derive the gross monthly rent
for the study tract groups for whites and nonwhites, as well as all units. For
every one of the tract categories the nonwhites pay significantly more than
do whites.

There are obviously a number of limitations to this type of analysis.
Foremost is the quality of the housing. Are Negroes, perhaps, renting either
better units or larger units ( which is not unlikely in terms of larger family
unit size) in the same tracts? The situation is further distorted by the fact
that a number of the most significant national origin groups among the
whites frequently have members of their families living as tenants together
in one multiple dwelling. ( This is most common among people of Italian
and Polish background, the most prevalent national origin stocks of New-
ark's white slumdwellers.)

In part, also, the discrepancy is a function of the fact that the poor pay
more. For example, in the field sample there are two adjoining identical
properties. One of them is unfurnished. It has four-room apartments in ex-
cellent condition renting for $90 a month. Its identical neighbor has fur-
nished apartments; these latter rent with a few sticks of furniture for $35 a
week. To the degree that the very poor are largely Negro, and are more at-
tracted by the advantages of weekly rent payments and furnished apart-
ments, they will obviously pay more for otherwise equivalent accommoda-
tions.

More basic, however, is the dual nature of the market. In a number of
cases there were white resident landlords in areas that were largely Negro. In
at least a few of these cases the tenantry in the building was also white. The
owners seemed to indicate that they maintain their rents at a very low level
for their present tenants for fear of losing the remaining white tenantry and
having to take in Negroes.

Perhaps statements of a sixtyish, widowed postal worker of Italian de-
scent typifies this reason for the difference between Negro and white rental
payments. The parcel in question is one in which the owner had lived prior
to the last several years. The parcel contains four apartments and, according
to our interviewer, it is very well maintained. The tenantry is white, al-
though the area as a whole is largely Negro.

The tenants we have now won't pay higher rents because the neigh-
borhood doesn't warrant it. If I raised rents from $75 to $100, tenants
would move to Vailsburg (a largely white middle-class neighborhood
on the fringe of Newark) where $100 is worth it for the neighbor-
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THE TENANTRY 73

hood. Negroes would pay $100 a month, but within a year the build-
ing wouldn't be worth a nickel because it is hard to screen Negro
tenants to get decent ones who would take care of the house.

Regardless of whether or not this attitude is justified, obviously it accounts
for a substantial rental differential.

The implication of these comments is that there are two housing mar-
kets. If the landlord wants to maintain white tenants in otherwise unde-
sirable areas, the relatively hard-to-get prospective tenant must be given a
bonus in terms of relatively low rent payments. On the other hand, the
Negro population is growing, at least in many of the tracts. They are at
least willing to meet the market and frequently to do more than that. The
owner of a "white" bulling has to forgo a proportion of his rent in order to
maintain its racial characteristics while usually he demands a bonus for
switching tenancy.

The Future of Racial Rent Differentials

Will this dichotomy in rents continue as the nonwhite population of Newark
finds greater housing choice? A former schoolteacher, now an owner of six
tenements in Jersey City, made the following comments:

Negroes formerly paid more than whites for equivalent accommoda-
tions. This is leveling off. The earlier condition existed because there
were vacancies and higher vacancy rates in 'white' buildings, and
therefore, landlords lowered the rents there, whereas 'Negro' buildings
had relatively high occupancy. When the owners of white buildings
capitulated and put Negroes in, they automatically converted to a Ne-
gro building per se. This has gone on at such a rate as to make the
vacancy rate in white and Negro buildings pretty much equivalent
where I am. Therefore, the price pressure in order to secure white
tenants is no longer higher than the equivalent for Negro buildings.

This individual owns both "Negro" and "white" buildings.

The Tenants and Maintenance

The landlords complain, and sometimes with cause, that Negro tenants
typically have more children and are more casual in the care and main-
tenance of housing facilities. It is very rare that landlords can successfully
prosecute tenants for damages. A typical comment was:
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Tenants who willfully, or otherwise, damage the real estate are gen-
erally judgment-proof and are seldom, if ever, prosecuted by public
agencies for violations of the Multiple Dwelling Law.

(It is significant in this connection that in New York the Rent Commission
has granted rent reductions for failure of a landlord to repair a refrigerator
that is deliberately damaged by the tenant-150 Holding Corporation vs.
Temporary State Housing Rent Commission, N.Y.L.J., December 14, 1955,
p.7.)5

The problem is complicated by the existence of "the multi-problem
tenant family." Based on an experience in Philadelphia in rehabilitation, the
following comment was made:

They [destructive tenants: afford reluctant property owners a talking
point for doing nothing and they virtually assure that, even if every
house is brought up to the highest possible standard, dilapidation will
recur.°

The unfamiliarity of newcomers to the city with the urban way of life is
not at all uncommon. And certainly, landlord complaints about garbage in
the hallways, children running wild, and so on, are not without merit. ( For
example, see The New York Times, July 20, 1962, p. 2, on a program of the
Neighborhood Conservation Program in that city.)

It is difficult to distinguish whether these are problems of the antipathy
between landlord and tenant, or are essentially the concomitants of poverty
and ignorance. The largest, single tenement owner in Newark, for ex-
ample, prefers Negro tenants. He said, "If I rent to whites in the area that
I own in, I get the worst drug addicts, pimps, and general no-goods. I get a
much better Negro tenant." Interestingly enough, two youthful Puerto
Ricans who are the new owners of a tenement made this comment about
their white tenants: "They lived here when we bought the place; we wish
they'd move because they are not clean " (Case 432this latter interview
was translated from Spanish.)

Certainly the questions of family size and relative youth of children
should not be overlooked. The Negro household in the older slum areas
typically has far more young children than does its white equivalent. As will
be examined later in more detail, the whites typically are much older than
Negro residents in these areas. The physical structure of tenements, aged,
usually frame buildings without neighborhood play areas, are not the most
resistant of housing. Some of the slum tenements are well maintained at the
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cost of not admitting large families. From the viewpoint of society, if not of
the landlord, this may be too high a price to pay.

In addition, there is the factor of great turnover of tenantry. To the
normal mobility of the American family are added all the causes which
make the poor change addresses with great rapidity. Rent skips are far from
uncommon. (Most landlords figure a minimum of 2 percent or 3 percent loss
on this basis.) Typically, cold-water flats may be vacated during winter
months by doubling up in heated facilities. All of these elements complicate
the problem of maintenance and rehabilitation.

Without diminishing the importance of the factors cited, there is no
question that the basic alienation of absentee landlord (frequently white )
and nonwhite tenarht plays a major role. Physical rehabilitation which does
not take this into account can only be transitory in its effect.

In sum, the vast majority of slum tenement tenantry of Newark is Ne-
gro; the whites are largely first or second generation, eastern and southern
European in origin. Income levels are relatively low, particularly for the
Negro group. Substantial unemployment is commonplace, with rates run-
ning 50 percent higher than the city average. Rents, though on an absolute
level perhaps not as high as in other older cities, are still substantially dis-
criminatory, with nonwhites bearing the brunt of the burden. Frequency
of moves, poverty, inability to pay rent consistently, and perhaps a basic
retaliatory attitude toward landlords, all add to the difficulty of securing an
adequate housing environment.
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Chapter 4

SLUM OPERATIONS
AND PROFITABILITY

How profitable is the operation of slum tenements? What kinds of rates of
return can be expected in this type of property? What are the risk factors,
such as vacancies and housing code enforcement, which shape the land-
lord's attitude? Are rents collected personally, or by intermediaries?

Operating Ratios of Slum Properties

There is considerable difficulty in securing reasonably reliable expense data
for slum tenements. Previous efforts have been made using income tax re-
turns as a source of information on repairs, maintenance, and profitability.
These returns, when analyzed over a period of years, frequently indicate
arithmetic errors and substantial misstatements.1 Data gathered by the New
York State Temporary State Housing Commission in the course of the Up-
per West Side Renewal Project would ,?,em to indicate total operating ex-
penses before depreciation and debt service of somewhere between 50
percent and 60 percent. ( See Exhibit 4-1. )

In a somewhat similar study of the West Side urban renewal area of New
York City by Chester Rapkin, the estimate of the ratio of net operation in-
come to gross is cited as "somewhere in the vicinity of 40 percent to 50 per-
cent on the averagea proportion that compares favorably with return on
other rental property in New York City."2 As Exhibit 4-2 indicates, real
estate taxes are the number one expense of good-condition and poor-
condition buildings. Net operating income is actually lower for poor-

76
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EXHIBIT 4-1
EXPENSE ITEMS AS A PERCENT OF GROSS INCOME*

MEDIANS)

Apartment Buildings
Owned by Single-Room-

Occupancy
BuildingsInstitutions Others

Real estate taxes 17.5 18.0 16.3
Utilities 3.2 3.3 3.9
Fuel 7.8 6.3 5.3
Insurance 3.1 2.4 2.1
Repairs and painting 11.2 7.6 7.4
Wages 11.2 8.4 11.6
Other 6.8 6.0 5.5
Total operating expense 60.9 52.1 52.0

* Data for estimates are based on 126 usable accounts from records
of the City Tax Department between 1954 and 1956.

Source: N. Y. S. Temporary State Housing Rent Commission,
Prospects for Rehabilitation, p. 89.

EXHIBIT 4-2
CONSOLIDATED OPERATING STATEMENT FOR OLD-LAW

TENEMENTS (WALK-UPS)

BY QUALITY OF STRUCTURE AND MAINTENANCE AND INCOME

Good-Condition and
Well-Maintained
Percent of Gross

Poor-Condition and
Poorly-Maintained
Percent of Gross

Real estate taxes 20.8 15.0
Utilities 3.5 5.1
Fuel 11.0 11.4
Insurance 4.0 7.3
Repairs and painting 10.6 12.6
Wages 5.3 6.4
Other 6.6 6.0
Total oper. expense 61.8 63.8
Net oper. income 38.2 36.2
Gross income 100.0 100.0

Source: Rapkin, The Real Estate Market in an Urban Renewal
Area, p. 72.
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condition and poorly-maintained parcels than for those which are in good
condition and are well maintained. ( The validity of data presented in this
table is dependent upon the honesty of the landlords in compiling it, and
the adjustments made by the researcher.)

For the purposes of this study, the researchers were fortunate enough to
have available to them the complete records of a major tenement manage-
ment company. Using the service of a firm of certified public accountants,
the one hundred fifty parcels for which data of varying completeness was
available were reduced to thirty-two parcels, all within the study areas and
possessing complete documentation. Expense analyses were then developed
for these parcels as shown in Exhibit 4-3. The results agree closely with the

EXHIBIT 4-3
OPERATING RATIOS OF 32 SLUM PROPERTIES

Percent Expense to Income

Category Median Interquartile Range

Management 13.33 9.82-16.13
Utilities 5.73 3.79-11.30
Services and fees 2.81 1.72- 4.77
Repairs and maintenance 18.15 12.62-28.27
Taxes 21.02 16.31-33.12
Sum of the medians 61.04

Management
1. Superintendent
2. Insurance
3. Management (7%
4. Plans for bath

Service and Fees
8. Advertising
9. Accounting

10. Legal
11. Constable

{Patent
security

12. Accident
Miscellaneous

13. Services
14. Rental fee
15. Returned security
16. Returned deposit
17. Fire permit
18. Inspection fees

Expense Breakdown
Utilities
5. Electricity
6. Water

usually) 7. Fuel

Repairs and Maintenance
19. Exterminator
20. Central maintenance
21. Hardware supplies
22. Painting
23. Plumbing-allowance boiler

24. Cleaning
25. Other repairs
26. Glass
27. Electric fixtures
28. Hail lights
29. Stove-gas heater
30. Garbage cans
31. Ceiling plastering
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experience reported in New York. The sum of the medians of expenditure,
for example, is 61 percent of gross income. Taxes are 21 percent of gross,
closely followed by repairs and maintenance at 18.15 percent. The manage-
ment figure shown here includes 7 percent for management fees.

There is a considerable range of variation in total expense percentages.
As will be noted later in more detail, this range of variation is indicative of
the risk factors which surround the operating of slum properties. In turn,
they obviously limit the number of people interested in going into high risk
areas and, as a complement of this, increase the rate of return required .8

Trends

Have these expense ratios increased over the last several years? There
seems to be substantial evidence that this has been the case.

Leo Grebler, in his study, Real Estate Investment Experience, (Colum-
bia University Press, 1955) has developed data for walk-up apartments
from the 1920-24 period through 1945-49. These data would indicate that
net income as a percentage of gross income has dropped by one-half from
59 percent to 28 percent. The Journal of Property Management in a 1964
study of walk-ups of twelve to twenty-five units which were built before
1920, indicated that the average ratio of expenses to gross rent collections
was around 60 percent, and that this percentage has increased sharply be-
cause of static gross income in the face of increasing costs.4

Return on Investment

The profitability of investment in slum properties is as much a function of
financial leverage as the percentage of return on gross income. In the next
chapter tenement trading and financing are discussed in more detail, but it
is worthwhile noticing here, for example, that if a tenement was purchased
for four times its gross rent roll, a fairly generous multiplier, the yield before
depreciation and financing charges based on the data presented would be
10 percent, i.e. 40 percent of 25 percent. If, instead of paying cash, the in-
vestor were able to secure a mortgage for 50 percent of the purchase price
at a 6 percent interest figure, the yield would go up to 14 percent on his
cash investment. Rapkin5 estimates that old-law tenements return 9.3 per-
cent on the total consideration in the West Side Urban Renewal Project.
Brownstones return an estimated 10.7 percent and all types of elevator
apartments combined return 9.3 percent.

rikteit137- 41., Cidakga-.,r;on
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Sporn,6 conducting a study of one hundred twenty-three parcels in Mil-
waukee, showed an average rate of return on equity of 19.8 percent. (This
does not take into account the owners' activity and/or wages in regard to
personal labor and collections, etc.)

The actual return on investment figures obviously varies enormously,
depending in substantial measure on the financing available. An example is
the history of Parcel 553 in our study area, a six-family, three-story apart-
ment in Area 3B. This was sold in October, 1962 for $16,500, with a savings
and loan association taking back a $13,500 mortgage. In August, 1964 the
mortgage was refinanced with another savings and loan association with
the understanding that central heating equipment would be installed. This
new mortgage was for $20,000. The owner made the improvements but the
cost of central heat was less than the increment in the new financing and,
therefore, his initial cash investment of $3,000 was essentially returned to
him. The apartments are six-room flats, and rents now are between $90 and
$100 per month for a gross rent roll of $6,000 per year, with interest charges
of $1,200 and taxes of $1,100. Assuming all other costs including heat prob-
ably run no more than $1,000, the return is about $2,700 per year before de-
preciation and amortization on essentially no cash investment. (In justice to
the owner, it should be pointed out that this is a very well-maintained and
well-run parcel. The low expense figures which have been imputed are a
function of the modernization and basic care with which the parcel has
been handled. )

Cash-Flow Accounting

In appraising return on real estate investments, the basic consideration
used by nearly all the landlords in this study were those of cash flow. Amor-
tization, therefore, is considered an expense while depreciation charges are
not. Given the relatively short-term nature of financing available for tene-
ment purchase and improvements, the effects of this type of accounting on
the rates of return demanded is all too clear.

Typical Returns on Value

To determine the return on the total value of tenement parcels required
some method of assessing the value. In Exhibit 4-4, based on the thirty-two
parcels examined in Exhibit 4-3, two approaches to this problem are pre-
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EXHIBIT 4-4
RETURN ON TOTAL PRICE OF THIRTY-TWO SLUM TENEMENTS
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Parcel No.

VALUE FIGURE

CONTRIBUTION TO
FINANCING AS A

PERCENT OF VALUE

Contrib. Fin. 'Contrib. Fin.

Tax Figure
X 100/6.6

4 X
Gross Income

Tax Figure
X 100/6.6

4 X
Gross Income

Al $18,500.00 $20,872.00 11.4% 10.1%
2 20,606.00 12,952.00 3.0 4.8

3 20,394.00 15,172.00 10.6 14.3

4 2,606.00 11,220.00 54.5 12.7

5 19,606.00 24,156.00 8.6 7.0

6 16,394.00 16,176.00 8.7 8.8

7 11,697.00 18,324.00 47.2 30.1

8 14,697.00 15,628.00 8.0 7.5

9 14,803.00 19,460.00 - 1111M

10 10,697.00 17,680.00 -
11 13,803.00 24,552.00 12.1 6.8
12 14,000.00 19,760.00 7.7 5.4

13 33,606.00 62,324.00 10.8 5.8

14 28,000.00 16,612.00 5.4 9.1

15 28,000.00 9,188.00 - -
16 17,394.00 12,632.00 10.2 14.1

17 10,394.00 18,780.00 17.6 9.7

18 10,803.00 19,212.00 4.0 2.3

19 5,500.00 8,900.00 4.6 2.8

20 14,803.00 23,544.00 6.6 4.1

21 17,303.00 18,572.00 10.3 9.6

22 17,394.00 19,760.00 4.7 4.1

23 6,500.00 9,556.00 22.8 15.5

24 18,000.00 12,820.00 5.5 7.7

25 12,106.00 16,204.00 14.0 10.4

26 14,394.00 17,960.00 12.5 10.0

27 18,894.00 15,060.00 - -
28 14,500.00 20,120.00 8.1 5.8

29 14,303.00 17,948.00 7.0 5.6
30 20,394.00 24,668.00 6.1 5.1

31 15,000.00 18,840.00 6.1 4.8

32 13,606.00 24,732.00 9.0 4.9

Average 15,897.00 18,856.00 12.04 8.53

Interquartile
Range 6.10-11.75 5.00-10.05

Median 8.65 7.25
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sented. The first uses the assessment value which is nominally 100 percent;
the second uses a multiplier of four times gross income, which in terms of
the current market is undoubtedly high. On the former base the thirty-two
parcels, which were examined earlier, yield an average return of 12.04 per-
cent and a median of 8.65 percent; on the latter basis the equivalent figures
are 8.53 percent and 7.25 percent. Again it should be noted that there is a
wide range within the interquartile figure.

Service Elements

In part, the range of variation shown in Exhibit 4-4 is a function of the va-
garies of the market; but it is also caused by the variation in service elements
offered by the landlord. More than 10 percent of the three hundred ninety-
two parcels in the field sample were other than purely unfurnished. (See
Exhibit 4-5.) As was noted in the last chapter, furnished apartments typ-
ically rent for a premium far above the value of the furnishings. Another
variation is in the rent collection procedure. As shown in Exhibit 4-6, a sub-
stantial proportion of the interviewed landlords indicated that rent is col-
lected other than monthly in the parcels within the sample areas. While
only 6 percent of the parcels have clearly defined weekly collections, over
15 percent collect either partly by the month, partly by the week, or just
nominally monthly.

That last description requires some elucidation. The answer given by
landlords is that though rents are not normally charged on a weekly basis,
it behooves the landlord to collect weekly if he is to avoid major rent losses
While the value of these "services" may be questioned, they tend to in-
crease the gross of a particular parcel. Most of the expenses of these pro-
cedures are essentially those which can only be imputed, such as rent col-
lection. As Exhibit 4-7 indicates, the vast bulk of rents are collected by the
owners.

Variation in Service by Landlord Size

Exhibits 4-7, 4-8, and 4-9 show that there is relatively little difference,
either by area or by size of holdings, in type of service offered. The provision
of furnished apartments is perhaps the outstanding exception. Of those par-
cels in the hands of two or three parcel owners, 12.2 percent are providing
furnished accommodations in the parcels within the sample area as com-
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pared with an overall figure of 5.7 percent. The small holders seem to have
the least nominal monthly collection procedure while only the larger hold-
ers use managers or rent collectors to any considerable degree.

Rent Collection Procedure

To give some feeling for the flavor of the rent collection procedure, it is
worthwhile to describe the one used by the largest single tenement land-
lord in this study an owner of more than two hundred tenement parcels in
Newark.

All rents are due monthly at the landlord's office. If they are not paid by
the tenth of the month, a note goes to the tenant. A dispossession notice is
sent out on the twenty-seventh of the month. According to this owner, at
least 75 percent of their rents are paid by check or money order and are
received in the office. The other 25 percent are paid in person. In the course
of an hour while the interviewer was in the office, at least eight people came
in to pay the rent. Many of the tenants pay weekly even though the rents
are ostensibly on a monthly basis. By this means they essentially budget
their rent payments. Despite the brisk pace of warning and eviction notices,
the landlord still finds that he gets stuck with a two-month-run bill on
evictions, because of the time it takes for court proceedings to result in an
official eviction notice.

In sum then, tenement parcels are returning, before debt service and de-
preciation, approximately 40 percent of the gross rentals received by the
landlord. The actual return on investment in terms of the overall parcel value
is clearly in the neighborhood of 10 to 12 percent. The range of variation
both in expenses and in net return is considerable. A major factor affecting
this is the variation of gross income as a function of the vacancy rates. It is
the vacancy rate which determines a substantial part of the upward flexibil-
ity of the rent structure as well as the extent of gross rental. Let us examine
this very significant function in detail.

Vacancy Rates

The basic fact of tenement ownership in hard-core Newark is that vacancy
rates are very high. In 1950 only 0.7 percent of Newark's nonseasonal,
sound-condition dwelling units were vacant. By 1960 this had increased to
4.1 percent; and in the author's opinion has substantially increased since
then. The vacancy factor is concentrated in the hard-core slums.
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The dynamics of this change are clear-cut. In the MPC attitude study
cited earlier, Central Ward residents ( roughly co-terminous with Area 1)
indicated the most substantial pattern of forecasted intent to move out. At
the time the area was cited in the study as having a vacancy rate of 4 per-
cent, i.e. four out of every one hundred contacts of the survey interviewers
proved to be empty dwelling units. Even at this time the vacancy rate in the
Central Ward was double the overall figure for the entire city.8

That this trend has continued is indicated by Exhibits 4-10 and 4-11.
These exhibits are basically the same in their content, the only variation
being in the manner in which the question on vacancy rate was asked. In
Exhibit 4-10 the question was: "In your opinion has the vacancy rate
changed in the past several years in the general area of ?" In Ex-
hibit 4-11 the phrasing was "Has the vacancy rate changed in your property
at ( address) ?"

The answers in Exhibit 4-10 are perhaps more realistic evaluations of
the situation; in either case, however, the trend is clear. Vacancy rates are
moving up and most forcefully in the hard-core slum area. Notice that in
Exhibit 4-10 there is a separate subset of Yesup, people moved to projects.
( As has been mentioned before, Newark has had a very substantial public
housing development over the last decade.) To both questions it is Area 2,
the recipient of much out-migration from Areas 1 and 3B and dominated by
long-tenure immigrant stock, that has the greatest number of no's.

Variation in Vacancy Rates by Size of Landlord's Holdings

Does the vacancy rate affect all sizes of landlords, or is there a difference as
a function of size of holding? Exhibits 4-12 and 4-13 present an analysis
of the answers to the two questions as a function of number of parcels owned.
As can clearly be seen in these exhibits, it is the small landlords who have
been least affected by the vacancy rates. While, in part, this may be a func-
tion of large landlord holdings in the worst areas as well as of the diffidence
of small owners in admitting that they are having renting difficulties, it prob-
ably indicates that it is the small owner, particularly the resident owner,
who manages to maintain a parcel in such fashion as to secure tenantry.

The overall picture, however, is one of a substantial vacancy rate. The
figure of 20 percent vacancies and rent skips combined ( the latter in some
cases running roughly 3 percent or 4 percent of gross rent) was often cited
by larger landlords as the vacancy rate in their particular parcels.
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A check of nearly six hundred dwelling unitsowned by one individual
and scattered throughout Newark's slum areaswas undertaken. The va-
cancy rate, as of April, 1965, was nearly 18 percent. This rate prevailed at a
time when the season was mild enough to reverse the doubling-up in heated
units during the winter.

The Effect of High Vacancy Rates

The effect of high vacancy rates is much more complex than might be
thought at first glance. As yet, for example, they have rarely resulted in
rent reductions. As Grebler9 pointed out, a substantial exposure to high va-
cancy rates over time is required before the market adjusts price to meet
the decreased demand. On the other hand, the high vacancy rate certainly
inhibits rent increases. The fear of raising rents in a weak market is com-
pounded of two elements; the possibility of ending up with substantial va-
cancies, and, perhaps even more significantly, the fear that in order to se-
cure tenants at the increased rates the landlord must take in lower cate-
gories of tenantry.

One Negro owner stated: "The only man who can afford the increased
rates around here would be the man without roots, a drifter, and they're no
good." The availability of housing for Negroes in better areas of Newark, as
well as in the surrounding suburbs, limits the number of people with ca-
pacity and willingness to pay high rents in the slum areas. The willingness
of tenement owners to make improvements, therefore, is substantially in-
hibited by the feeling that there would be limited demand for better, i.e.
higher rent, apartments. The controller of a small hospital who owns two
parcels in our sample area typified the attitude when he claimed:

Any increase in rents immediately results in vacancies even with the
improvements; that's why the tenants are willing to stay in cold-water
flats. This type of tenant cannot afford the increase in rents to offset
taxes for improvements. The financial economy of the people don't per-
mit it. They're big families with little or no employment.

The fear of losing the tenants one knows for the tenants one doesn't
know, upon raising rents, also serves as an inhibitor. The attitude of a fifty-
nine-year-old Portugese resident-owner and construction worker was rep-
resentative of a substantial number of landlords. He said; "I couldn't raise
the rents because I would get bad tenants, and that's the worst thing you can

'"C.StsALay tatCtts istilds!ts'N. Prt,14{
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have." Faced with reassessment on this particular parcel and a lid on rents,
this owner maintains the place but is very loath to put money into it.

Vandalism

In the face of a weak market, the fear of vacancies is a compound not only
of the fear of loss of rent, but also, and perhaps equally, the fear of vandal-
ism that goes with vacancy. A major real estate holder said:

Some tenants might appreciate certain improvements and, therefore,
might pay some additional rents, whereas other tenants wouldn't care
or couldn't pay more, and as a result some might move out. I wouldn't
want to take the chance of vacancy. Vacancies lead to vandalism and
looting. It's better business to be fully rented at the expense of getting
top dollar.

Subsequent chapters will examine the effect of the poor rental market
as an inhibitor of improvements despite tax and/or mortgage easements. It
should be noted here, however, that the landlord's fear of substantial va-
cancies is a very real one. A fairly typical process is for the landlord of a six-
family house to lose two or three tenants at once. Either he rents to unde-
sirable tenants and thus drives out the balance of his tenantry, or he runs the
risk of a group of delinquents moving into one of the vacant apartments by
breaking through a window or by kicking down a door and proceeding to
vandalize the premises. It is not uncommon to find that bathroom fixtures
and piping are removed to be sold to junk dealers. Lighting fixtures and
other elements of value are often removed also. The end result frequently
is a vacant parcel with little residual value.

An example in point is a parcel currently assessed at $1,600 for land
and $7,000 for building in the hard-core area. The classic pattern of several
tenants moving out at once developed. Vandals got into one of the empty
apartments and the remaining tenants then moved out. The building was
boarded up and shortly thereafter was gutted by the neighborhood teen-
agers. It was sold in 1963 for $4,500, half its prior cost. This sale was
accomplished only by means of a purchase money mortgage of $4,000.

The prevalence of vacant parcels, which was noted in an earlier chapter,
has an enormously deleterious effect on surrounding land values as well as
upon the overall neighborhood as a place in which to live, and these aban-
donments do not disappear from the scene. The reasons for this longevity

, t *. ,1.1`
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of vacant parcels are indicated in Crebler's study of housing market be-
havior.

In the removal of slums the action of market forces alone appears to be
related not so much to physical or economic depreciation, as to alter-
native uses for the land, particularly the rate of which nonresidential
can replace residential land use. This rate is dependent upon the speed
and locational pattern of urban growth."

These observations of Grebler, based upon his study of a fifty-year period
in the life of slums in New York's Lower East Side, indicate that unless the
basic areas of slums in Newark regain some of their lost vitality, these
blotches will die slowly at best. The land, with no improvement upon it, has
literally no use and no value. Certainly, high tax rates levy a penalty against
the owners of such unproductive shells, but this is relatively minor com-
pared with the realization of loss which would accompany the shell's re-
moval. As noted in Chapter 2, municipal policy enforcement of those sec-
tions of the housing code which call for demolition of vacant parcels is far
from rigorous.

Risk and Return

It is the risk factor, typified by the vacant parcel, which raises the re-
quired threshold of return on investment in slum properties. In a sense, the
very weakness of the market has increased the rewards which potential
buyers of slum tenements require in return for their investment. The risks
also, as shall be seen again and again in the following chapters, limit the
kind of investor who is attracted to slum tenements. Both of these limita-
tions are increased by the fear of housing inspection. One observer put it
very aptly:

Landlords may suddenly be confronted with enthusiastic, if often
short-lived, campaigns to enforce long dormant occupancy in building
codes. Such campaigns are not inherently undesirable, nor is the rental
market unable to adjust to consistent standards of code enforcement.
But sporadic drives, together with the wide gulf that exists between
the standard recited in statutory codes and actual enforcement, create
many uncertainties; uncertainty is a notoriously uncongenial climate
for investors.0

The high rate of current return demanded by investors in slum tene-
ments can be summarized as a compound of the fear of costly code crack-
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downs; the basic weakness of the market, both in terms of rental increases
and securing full tenancy; the risk of outright loss through the complete
abandonment of a parcel; and in substantial part, the pejoratives which
society heaps upon the "slum lord." All of these combine to shape the na-
ture of the trading market in slum tenementsthe buying and selling, the
maintenance and will to rehabilitate, the very characteristics of the land-
lords who become involved in tenementsall are closely shaped and de-
fined by the realities of the market.

In sum, high vacancy rates have been looked forward to by urban plan-
ners who have felt strongly that the major inhibitor to appropriate code en-
forcement and rehabilitation efforts was the lack of housing for those dis-
placed. While this potential is now being made available through the actions
of the market, the landlord's will and desire to upgrade his parcels, with
some exceptions discussed, are being eroded by the relative lack of profitabil-
ity of those parcels. Faced with a weak market, the entrepreneur can do
one of three things:

1. Sell out, or

2. Do as little as possibly in terms of new investment and wait for "bet-
ter times," or

3. Upgrade his holdings so as to attract either higher paying or a more
stable tenantry.

Which shall the landlord choose?12

The chapter which follows concerns tenement trading; the buying and
selling of parcels. In chapter 6 attention will focus on the question of who
owns the slums and what factors affect their actions.

REFERENCES
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of new highway construction. While this undoubtedly will tighten the housing situa-
tion, its effect will be transitory. The basic market realities as sketched here will
dominate landlord investment policies.
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Chapter 5

TENEMENT TRADING:
THE BUYING AND SELLING
OF SLUM TENEMENTS

Turnover Rates

One of the more familiar statements about the problem of maintenance and
rehabilitation of slum tenements is the platitude that this type of realty is
characterized by a very high turnover rate. A former mayor of Milwaukee
stated:

One of the great problems of slum ownership is the fact that slum
properties have changed hands many times during their life and each
person is expected to make a profit from the sale. The tendency, there-
fore, is to raise the price of the building and to seek ever-increasing
rents at the same time the physical value of the building is deteriorat-
ing. As a building gets older and the price the latest owner pays for it
represents more and more profit taking and successive sales, the latest
owner must crowd more and more tenants in a dying building to meet
his costs, thus hastening its debilitation. . . . The latest owner may
possess what is little more than a pile of bricks and kindling wood. He
presumes the building has a high residual value. If he is lucky, the
local government will come along and buy him out at an inflated price
for some public work or slum clearance project.1

While this statement is undoubtedly descriptive of many slum parcels, how
general is the high rate of turnover upon which it is predicated? The limited
data which is available would tend to disagree substantially with this thesis.

98
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For example, in Crebler's study of a sample of nine hundred fifty-eight
parcels whose titles were analyzed during the period 1900 to 1949, only 4.5
percent changes per parcel were noted? Crebler pointed out, however,
that:

This picture of low average velocity is compatible with rapid turnover
and short duration of ownership of some parcels, as is illustrated by
the wide dispersion in the frequency distribution of conveyances.

This low rate of conveyances is confirmed by a somewhat similar study
done by Chester Rapkin on New York's West Side. (See Exhibit 5-1, Num-
ber and Rate of Conveyances by Type of Property 1938-1955.) The old-law

EXHIBIT 5-1
NUMBER AND RATE OF CONVEYANCE BY TYPE OF PROPERTY,

1938-1955

Type of Property
Number of

Conveyances
Number of
Properties

Conveyances
per Property

Old-law tenement (walk-up) 258 267 .97
Old-law tenement

(single-room occupancy) 36 37 .97
New-law tenement (walk-up) 8 4 2.00
Brownstone, 1- and 2-family 94 79 1.19
Brownstone, multi - family 342 158 2.16
Brownstone, rooming house 710 428 1.66
Old-law tenement with elevator 26 14 1.86
New-law tenement with elevator 61 28 2.18

?!. Post-1929 elevator building 26 22 1.18
Nonresidential structure 58 71 2.82

Total 1,619 1,108 1.46

Source: Rapkin, The Real Estate Market in an Urban Renewal Area, pp. 21.

tenements, mentioned earlier in this report, actually have the lowest rate of
conveyances. The highest rate of turnover, that of multiple family non-
elevator, was little more than two times in the seventeen-year period ana-
lyzed. In a study of turnover rates and slum properties in Milwaukee, simi-
lar data is presented. Of the one hundred twenty-three parcels which were
studied over the period 1929-1958, the average number of qualified con-
veyances was only 23?
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In order to check this factor in the field sample, analysis was made of
the age of title in the five hundred sixty-six parcels studied. Data was ob-
tained on this point for five hundred fifty-three. In Exhibit 5-2, data is pre-
sented by area. Notice that there is a surprising consistency throughout the
several areas. Overall, just a little over a quarter of the titles dated from the
last four years. They were nearly matched in number by those of twenty or
more years of duration. The average title was more than ten years old.
Again, it should be pointed out that this does not mean that within this
sample grouping there are not many parcels which change hands with con-
siderable frequency, but the fact is undeniable that the overall rate of turn-
over has popularly been overestimated.

Accelerated Depreciation

A corollary of the turnover hypothesis has been that lack of maintenance of
slum properties was the result of tax treatment under Federal income tax
laws. This provided for accelerated depreciation of real estate investment
until fairly recently.4 For example, the Internal Revenue Code of 1957 per-
mitted owners of rental housing the right to use the declining balance
method at a rate of not more than 150 percent of the applicable straight-line
rate provided this resulted in a reasonable allowance.

The thesis continues that people of high income would buy slum tene-
ments and then take advantage of accelerated depreciation to provide a
write-off against current income. When the cream of the depreciation had
been skimmed off, the owner would sell the tenement to yet another high
income individual, who would repeat the process. Obviously, this would en-
courage investment in tenements as a tax shield and would not provide the
kind of seasoned real estate operation and maintenance which they so des-
perately required.

To the extent that the maintenance and operation of housing in a
substandard or deteriorating condition is financially attractive, such a
state of affairs impedes the effectiveness of slum clearance efforts along
legal lines of attack 't will be seen that the remarkable feature of the
income tax depreciation allowance under our present rules is that the
effect is not merely to undercut the forces of a tax area in this general
manner. By increasing the overall profitability of operating slum
housing, its counteracting effect upon such attacks is `heightened by
two further specific influences that it exerts: first, it increases the
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profitability of operating such housing in the most irresponsible, slum-
producing manner, and in addition it decreases the relative profitabil-
ity of replacing the same with new facilities.*

Regardless of whether accelerated depreciation provides the kind of
effect indicated, an effect which has been questioned by at least some
authorities,* the rate of turnover which has been described here would tend
to dispute the prevalence of this "high depreciation equals high turnover
thesis."*

This author believes that the basic thesis assumes a "rational" behavior
upon the part of landlords for which there is little evidence. Few of our
major landlords, for example, admit to using accelerated depreciation. A
conversation with two of the major tenement management houses and two
firms which specialize in local real estate accounting corroborates this state-
ment. In any case, the 1964 law on accelerated depreciation would certainly
offset most of the rapid depreciation tax advantages.

In summary, most tenements are not beset by the kinds of high turnover
rates that have often been presumed. On the other hand, on the basis of
condition of parcel as a function of acquisition date, tenure of ownership in
and of itself is not enough to insure the maintenance of the properties. The
reverse is frequently the case. For example, parcel 219 in the sample group
has been in the same family for forty years. It has no mortgage on it what-
soever. The son of the original owner admits the fact that, "There hasn't
been a dime put into it in the past ten years." The parcel is in dreadful con-
dition, and half of it is vacant. The owner, when questioned on his attitude
toward improving the parcel, said, "I am waiting for the city to buy it. I
have been losing money on it for five years." He claimed, "The city told the
tenants that the parcel would be bought within a year. Now it's five years
later, the good tenants moved out and the city still hasn't bought the prop-
erty." The owner, desperate to insure himself of some tenants, has let four
apartments in a single "wholesale" deal to one sub-landlord and has per-
mitted the bulk realtor to rent to whomever he likes. "The tenants who re-
main are 'winos.' They are the only ones who cannot live in the projects."
Once again, to restate the obvious, lengthy tenure of ownership does not
necessarily equate with good maintenance of parcel.

*Interestingly enough, Sporn, the advocate of this connection, in a later publication
entitled The Economics of Slum Ownership, pp. 335-336, studied income tax returns on
one hundred twenty-three slum properties in Milwaukee and discovered that the av-
erage depreciation rate was only 3.8 percentscarcely evidence of accelerated de-
preciation.
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Slum Rent Multipliers

The purchase price of slum property is most usually evaluated as a multiple
of the gross rent. To a substantial degree the vigor of capital gains potential,
the changing expense elements, the degree of difficulty and risk in owning
and managing such parcels, and not infrequently the social stigma attached
to ownership of this type of realty are all mirrored in this multiplier. In two
group sessions, the first with savings and loan representatives and investors
in slum tenements and the second with five of the major individual tene-
ment owners in Newark, the judgment of participants was that the multi-
plier on slum tenements had fallen to no more than three and one-half to
four times gross rent.

This is not unique to Newark, as indicated by Rapkin.8 For all the par-
cels in the area studied by him on New York's West Side, the gross rent mul-
tiplier was 4.27 percent, with elevator apartments running at a somewhat
higher multiple, and walk-ups running lower. In a recent study of housing
values in which some four thousand parcels were analyzed, including ho-
tels, multi-story unfurnished apartments, walk-up buildings, apartment
buildings, etc., slum properties were always capitalized at by far the lowest
kinultiple.8

There is evidence to indicate that over the long run there has been a
substantial decline in the multiplier extended to tenements. For example,
Crebler developed the analysis, shown in Exhibit 5-3, for the gross rent
multiplier at bench mark dates from 1890 to 1949.° As the table indicates,
tenements have had their multipliers decreased by nearly half over the
fifty years studied. Obviously, the total rent roll over this half century has
been far from static. Has the increase in rent roll offset the decrease in the
multiplier extended to that rent roll? The data seems very clear on the capi-
tal gains potential of tenement parcels purchased in the early Forties. It is
not uncommon for parcels currently valued at $10,000 to have been sold for
as little as $4,000 in that period.

Declining Tenement Prices

In more recent years, however, the situation may well have changed. In
order to assess this possibility, the 1964 assessment of parcels has been used

For an appraisal of this data see Louis Winnick, "Long-Term Changes in Evalu-
ation of Residential Real Estate by Cross Rent," Appraisal Journal (October, 1952).



a

104 THE TENEMENT LANDLORD

EXHIBIT 5-3
THE GROSS RENT MULTIPLIER AT BENCH-MARK DATES, 1890-1949

Single-Family Tenement Apartment House Other

1890-1892 14.1 9.5 10.1 110

1900 12.5 9.1 1111

1905 11.1 -- -- -
1912 11.0 11.1 10.5 10.6 9.9
1913
1919

12.1
9.8

--
--

9.0
--

-
--

1923 __ __ 6.2 __

1925 __ 7.1 6.4 --
1936 8.3 _-
1937 __ -- 7.5 .
1937-1938 8.3 -- Iy.

1937-1940 4.5 -- 6.3
1939 7.4 - - -
1940 -- -- 7.2 --
1940 -1941 8.6 - - -
1941 7.9 5.1 4.1 6.5
1941-1942 -- 5.5 -
1942 _- 5.1 _- 6.6
1943 __ 3.2 4.8 --
1948 10.1 -- 8.3 -
1949 4.6 5.6

Source: Grebler-Capital Formation in Residential Real Estate, p. 411.

as a base-line deflator of sales by year and area. In this manner an ad-
mittedly crude but perhaps adequate common denominator for sales of
different parcels at different times was secured, ( Exhibit 5-4 ). Based on
this analysis, sales in the mid- and early-Forties were at little more than half
current assessment. This ratio increased until by the mid- to late-Fifties the
ratio for assessment to sales had reached roughly a one-to-one form. This re-
lationship was relatively stable into the early Sixties, but there is some evi-
dence that in the last year or two the ratio has been decreasing once again,
indicating lower price levels.

The data presented here is, at best, a very rough guide; however, it is
corroborated by the lack of landlord optimism as to future slum tenement
capital gains potential.

Financing and Sale Price

Assessment ratio analysis such as this is also complicated by the question of
financing. For example, one case involves a tenement on what is perhaps

4111 VA2
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the worst street in the city. A number of the houses on the block are semi-
abandoned or in a state of advanced decay. In this case there were two
separate sales of the same parcel consummated within several months of
each other. The first involved the parcel in a purchase by Principal A at a
cost of $13,500, of which $9,000 was in cash, with the seller taking back a
$4,500 purchase money mortgage. Within a two-month period, Purchaser A
sold the parcel to present Holder B for $17,000, which included the mort-
gage of $4,500. In addition, Purchaser A took back a $10,000 mortgage on a
bond. In the first transaction Owner A put up $9,000 in cash, and in
the second transaction $2,500 in cash was returned to him, thus reducing
his cash investment to $6,500, for which he received a $10,000 mortgage.
The new owner acquired the parcel for an ostensible $17,000. His cash in-
vestment, however, unlike Owner A, is only $2,500. From the viewpoint of
the professional real estate dealer, then., may be considerable question as to
whether the position of Owner A, initially having paid $13,500 for a parcel
and having $9,000 in equity in it, is to be envied over that of Owner B, who
has paid $17,000 for the parcel and only has $2,500 of equity in it. Notice
that all the transactions described here are among professionals. While this
type of inflated purchase price, as a function of financing, certainly makes
assessment/sales ratio most treacherous, the latter does provide an overall
guide.

The effect of lowered capital gains potential in slum tenements obvi-
ously means that in order to secure equity investments, a higher current
rate of return is required. In past generations the confidence in urban
realty was so very strong as to its ultimate inflation in price that people
were willing Zo take relatively lower rates of yield in exchange for the possi-
bility of a substantial capital gain in the future. With a lowering of confi-
dence in the future of slum realty in places like Newark or older cities gen-
erally, in order to secure any investors substantial current income must be
assured.°

In essence then, the very weakness of the whole market produces a re-
quirement for higher rates of return on new investment. Given a relatively
weak rent structure, i.e. a relative inflexibility of rentals per unit, landlords
will invest only when assured a very high rate of return. The effects of this
market structure on determining the maintenance and rehabilitation strate-
gies of landlords will be examined in more detail later.

Obviously, one of the major determinants, both of cash flow and of re-
turn on equity from slum properties, is the type of financing which is avail-
able.11

>11
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Financing the Slum Tenement

The "Black List"the concept of areas which are black listed by potential
lendersis very common. The underlying basis of long-term financing
is stability of prospects over an equivalent period of years. Areas, therefore,
in transition (in character, or in racial composition, or in all the elements
which provide continuity with past-appraised values) are suspect to the po-
tential investor. The writer believes that the question of race is actually
subordinate to economic risk; though undoubtedly significant racial prej-
udice still exists among certain lenders.

Lenders, therefore, have to be lured into these areas of change through
the medium of relatively short-term mortgages, as well as by high rates of
return. To the extent that usury or banking laws inhibit the latter, lenders
can only be secured by owner payments of more or less dubious legality,
typically through bonuses; and society succeeds in reversing most of its
efforts by limiting potential lenders to those who are willing to take the
risk of legal prosecution in return for very high rates of return.

In an extreme case, the owner of a slum property in a black-listed area
can sell either at very low cash prices only or by taking back a purchase
money mortgage. In turn, the potential new buyers are limited in number
by the fear of being locked into" a property on purchase. Obviously, this
tends to depress the selling price of slum parcels. How serious is this prob-
lem in Newark?

In Exhibits 5-5,5-6, and 5-7, are shown sources of first mortgages by year
and area. The trends are obvious in Area 1, where the banks have disap-
peared from the scene completely. While savings and loans are stiii signifi-
cant, the number of mortgages written by them in Area 1 is little more than
half those written by private sources. Area 2° is very similar. Only two out
of the forty-nine mortgages noted between 1960-1965 were written by
banks, nineteen were written by savings and loans, eleven by mortgage com-
panies, and thirteen by private sources. Area 3 represents a more "normal"
picture. Savings and loans have grown in mortgage source dominance over
the twenty-six-year period shown, while banks have diminished in impor-
tance. The ratio of private sources to savings and loans is nearly reversed
from that of Area 1. In Exhibit 5-8 this data is summarized for the period
1960-1965. The minor significance of banks for the areas as a whole is indi-

There was so little variation between A and B Areas in Groups 2 and 3 that they
have been combined.
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cated by the fact that only three of the total of one hundred forty-eight first
mortgages were written by them, while sixty-two were written by savings
and loans, and fifty by private sources.

In summation, buyers and sellers residing in the poorest area, Area 1,
had trouble obtaining mortgages from public sources, probably because
they were considered a poor risk, and, therefore, had to seek aid in financ-
ing their purchases from private sources. On the other hand, landlords in
Area 3, the best area, had relatively little trouble in securing mortgages
from public sources as is evidenced by Exhibit 5-7.

Is there a racial bias behind this difficulty in securing public source
financing? The answer to this is a most complicated one. Some data is
available through the MPC I study mentioned earlier in which the question
was asked both of white and Negro households whether they had found
difficulty in securing a source of financing for their homes. In Exhibit 5-9

EXHIBIT 5-9
RESPONDENTS CLAIMING TO HAVE HAD DIFFICULTY IN FINDING

A SOURCE OF FINANCING THEIR HOUSES
(By RACE)

White Households Negro He.iseholds

Claimed Difficulty Number Percent Number Percent

Yes 11 9 6 8
No 90 78 67 89
No Answer (refused) 15 13 2 3

Total 116 100 75 100

Source: MPC I, Table A-7.

are presented the collated responses. There is little difference between the
white and Negro responses. For both groups, however, it should be noted
that the respondents are those who have been successful in securing mort-
gages. With more than 85 percent of all the conveyances that were
viewed in the course of this study accompanied by mortgages, the impor-
tance of this data is unmistakable. Real estate trading is dependent upon
financing. In the absence of adequate financing, this trading, in turn, must
suffer. Even when financing is available, the terms are often prohibitive.
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Lender Concentration

113

In Grigsby's study of racial shifts in West Philadelphia,'2 "legitimate"
sources of financing, although heavily concentrated, predominated by far.
The eight most active institutions provided 52 percent of the loans. There is
no similar concentration of financing institutions in the Newark sample area.
More than thirty different institutions were listed over the years, with no
great shift observable over the period of years studied. Obviously, the con-
cept of a very few institutions dominating slum tenement financing is not
valid in Newark.

Longevity of Mortgages

In the New York State Upper West Side Study,13 the median term of years
for new mortgages was six, with a substantial number under five years in
length. In conferences with landlords and savings and loan institutions dur-
ing the Newark research, the consensus was that when mortgages were
available in the hard-core slum areas of Newark, they were written for an
eight- to ten-year period at best.

Equity as a Percentage of Consideration

Possibly one of the reasons for the lack of appeal of slum mortgages to in-
stitutional sources is the low proportion of equity to purchase price which
characterizes them. In Exhibit 5-10 is presented the first mortgage to pur-
chase price by area for Newark. While there is a considerable range of vari-
ation, it is quite evident that the average is higher in the very poorest area

EXHIBIT 5-10

FIRST MORTGAGE TO PURCHASE PRICE

NEWARK

Area 1 Area 2 Area 3

Number of usable Transactions 112 110 99

Median percent 78 72 71

Interquartile range (percent) 62-88 58-87 63-81

3
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at 78 percent, going down to 71 percent in Area 3. The interquartile ranges
presented in the Exhibit agree with this statement. The worse the area, the
less is the equity as a percentage of sales price. Tenement ownership is
highl5r, leveraged; given high mortgage ratios and relatively short repay-
ment schedules, there is an obvious stringency in the cash flow generated by
properties. The availability, therefore, of cash derived from the property
itself as a source of funds for rehabilitation is limited.

Interest Rates

Actual interest rates upon new mortgages are very difficult to determine.
Mortgage indentures do not reflect the discounts charged by lenders. The
usual deal, currently reported by a number of major landlords as well as
savings and loan authorities, is for the mortgage to have anywhere from a
3 percent to 7 percent discount off the face, and to be written at 6 percent
interest. Difficult properties, i.e. those in areas where it is difficult to secure
mortgages, may involve discounts of up to 25 percent. As will be noted later,
there is an infinite number of variations in this regard.

Second Mortgages

Given the low ratio of equity to total consideration that results from the
substantial first mortgages, it is not particularly startling to discover that
only 13.9 percent of the transactions studied were accompanied by a second
mortgage within six months of the transfer. Interestingly enough, however,
as Exhibit 5-11 shows, there is a substantial discrepancy between this pro-
portion in Areas 2A and 3A as against 2B and 3B. This reflects the dispro-
portionately high use of this vehicle by Negro buyers. Practically all the
second mortgages were granted by individual grantees at the time of the
transfer.

Given the high rate of return required for first mortgages, obviously,
second mortgages will be even higher. New Jersey's usury laws, with their
ceiling of 6 percent for individuals, are obviously unrealistic. The usual sec-
ond mortgage loan deal involves the following formula: the borrower signs
a note for $1,300 at 6 percent for a three-year term with straight line amor-
tization; he receives $1,000 less legal fees. On a five-year basis, when avail-
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able, the usual face of the note is $1,500 or $1,600, with a net of $1,000 less
legal fees.*

Inflated Sales

Obviously, the sale price of tenements is often ballooned to provide an
umbrella for inflated financing charges. A great many of the new owners
are relatively poor residents of the area. There are a few of these new own-
ers like the two youthful Puerto Ricans who bought their parcel in Decem-
ber 1964. One said: "Since we got married we wanted to buy our own place.
Finally our ship came in. We got a little money in the lotterythe Puerto
Rican lotteryand decided that the time had come for us to own our place."
Obviously, the number of lottery owners or their equivalent is rare. Much
more common are case situations such as Number 579:

OwnerNegro; age forty; an attendant at a VA Hospital. His par-
cel is assessed at $12,000. (Note that as shown in Exhibit 5-4 current
sales of slum tenements cluster near 100 percent of assessment.) He
paid $21,000, secured a first mortgage of $15,000 from a savings and
loan and a second mortgage from the previous owner for $4,100.
From an appraisal of the parcel in question, the advisability of the
first mortgage is doubted, and certainly the second mortgage repre-
sents at least a 50 percent discount figure.

A somewhat similar transaction involves a forty-five-year-old Negro stretch-
ing machine operater who owns two parcels.

In 1964 he purchased a parcel which was assessed at $10,000. It had
been sold in 1961 for $13,000. He paid $13,500 subject to a $6,000
mortgage. Then the previous owner took back an $11,100 mortgage.

* Note that in Laurenti's study, Property Values and Race (Berkeley: University of
California, 1960), p. 216, based on interviews in the San Francisco Bay area in 1955,
most buying of second mortgages was done by individual investors as is the case in
Newark. At the time of the study the usual figure for buying second mortgages was be-
tween 50 percent and 60 percent of the unpaid balance. The effect of unrealistic usury
laws, in chasing out "legitimate" money and leaving a vacuum which only high cost
money can fill, is obvious. The owner of slum tenements is isolated from reasonable
capital markets by well-meaning but destructive social legislation. For a discussion of
this point, see Harrell, Cordon M., "Mortgage Investments and the Usury Problem,"
Cleveland-Marshall Law Review, (May, 1961), p. 343, and Prathers, "Mortgage Loans
and the Usury Laws," The Business Lawyer, (Nov., 1960). In the transactions involving
mortgages, first and second mortgages combined form 91.5 percent, 88.0 percent, and
87.0 percent of the sales price in Areas 1, 2, and 3 respectively.
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While the new owner "owns" his parcel for a nominal sum, the mort-
gage indebtedness is far over the probable cash market value of the
entire parcel.

117

VA Mortgages

In some cases this overpayment feature is a function of discounts on VA
mortgages. Case 478 is indicative of this approach:

The purchaser is a forty-year-old Negro bartender with seven children.
He bought the parcel ia January 1964, which was assessed for $9,-
600. He paid $18,500 for it from its previous owner who had bought
it in 1944 for $5,000. A mortgage corporation gave an $18,400 mort-
gage based on a VA guarantee. The owner, who stated that he "looks
at the purchase as a chance for advancement," figures that he paid
$4,000 more than the house is worth. When asked if he would im-
prove the property if given a long-term mortgage, he said, "I can't do
anything with this house for at least five years until I pay down the
mortgage."

A similar case involves a house sold in 1963 for $20,500 with the same mort-
gage company giving a $20,500 VA mortgage while the parcel was assessed
at $13,300. The new owner is a Negro machine worker. Despite the over-
payment, in this case the house is very well-maintained and substantial
improvements have been made by the owner and his family.

These discrepancies between sales and assessments may be accounted
for in part by' normal variations in the relationship. Undoubtedly, however,
they represent a tribute to the seller's capacity to secure financing. The
buyer, in turn, is often enabled to buy an income-producing home which
otherwise would have been out of reach.

While VA mortgage guarantees permit a much longer term of indenture
than would be available otherwise, as well as less equity, the risks of over-
payment leading to foreclosure are obvious.

For example, in August 1952, a new owner bought a parcel in the 3B
area. He paid $18,500 and was able to get a VA mortgage for $17,200.
In December of 1952 he got a second mortgage from a heating com-
pany for a central heating plant for $1,729. In September of 1954 he
got yet another small mortgage for $450 from a personal acquaint-
ance. By December of 1954 there was a sheriff's sale of a parcel to the
savings and loan which had originally written the first mortgage. In
July of 1956 the deed reverted to the Administrator of Veterans Af-
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fairs, and in December 1956, the parcel was sold for $10,500 by the
VA, with the latter taking back a $9,450 mortgage to a real estate
speculator who owns about forty other properties. The assessment was
$9,500.

It is apparent from interview 320 that the lack of financial sophistication
is not confined to Negroes.

The owner, a forty-two-year-old Italian handyman, bought a parcel
assessed at $10,900 in December 1963, paying $14,000 through a VA
guaranteed mortgage for a similar amount. The buyer did not have a
lawyer of his own present at the transaction, leaving the entire deal in
the hands of the mortgage company which arranged it. The owner
commented that he presently would like to borrow money to further
improve the parcel, but he is inhibited because the mortgage com-
pany "says I can't borrow money from anyone else."

Financing of Acquisition Costs
as an Inhibitor of Improvements

The effect of very heavy interest charges and mortgage payments, as well
as taxes, on potential improvements of slum tenements is all too clear. A
typical example would be the response of the owner of Parcel 590:

A white draftsman in his mid-thirties said, I paid too much for that
house in the first place. My only hope for getting my money back is
to hold on to the property, collect the rents, pay the mortgage, and
wait for property values to go up and/or for my equity to increase.
Under these circumstances I can't see my way clear to making any
substantial improvements.

A Puerto Rican factory worker stated the situation bluntly:

Until I pay off the mortgage, I cannot think of any major improve-
ments. To buy this house took every penny I had. (Interview trans-
lated from Spanish.)

There is no question that the form of financing, particularly in the case
of small resident owners, has a great effect on the potential for rehabilita-
tion of parcels owned by this category of landholder.

Refinancing at a Higher Level

The flattening out of resale prices prevents rolling over mortgages and thus
securing improvement money, unless the equity in the parcel has been in-
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TENEMENT TRADING 119

creased by years of amortization. Potential lenders are inhibited by the fear
of being "locked into" a parcel on making a loan. The resale market is with-
out question very weak. This is indicated by the most frequent answer to
Question 15 of the personal interviewWould you say that most owners of
properties similar to ( address of parcel) are looking for a return through
rental or profit through sale? The typical response was along the lines of
"It used to be for income, but now all they want to do is sell, but they can't
because there are no buyers." In the course of the study a number of au-
thentic cases of major hard-core owner-managers were discovered who were
offered property without any cash downpayment, merely on the basis of
their taking over existing mortgages. It should be noted that, at least in
several cases, these "gifts" were refused. As will be shown later, the only real
cash buyer of slum tenements is the public authority, either in the person of
urban renewal or highway clearance.

Effect of Weak Resale Price

The significance of this relatively weak market ( a market possessing very
little in the way of capital gains potential; in which investment in a tene-
ment may be completely inflexible, i.e. having no reasonable resale possi-
bility) is hard to overestimate. Obviously, the type of professional trader
who enters into this market is one who will demand very high rates of return
in proportion to the risk and lack of flexibility of the investment. While slum
tenement rent multipliers are low, the limited financing that is available for
them contributes to the necessity of either high rent rolls and/or low main-
tenance expenditures. This is not to say that in the presence of more reason-
able financing, landlords would necessarily prove to be maintenance con-
scious. ( The question of how reversible the process is, is raised in a later
chapter.) Slum properties in general are very highly leveraged. This is most
true in the cases of new resident landlords. II these cases, with all the
good will in the world, the cash flow on the property is frequently so
thoroughly absorbed by the requirements of the initial financing as to pre-
clude any reinvestment in improvements. The weakness of the market en-
courages the sale of parcels to residents, facilitated either by government
insured or purchase money mortgages. It increases the potential of massive
transfer of slum ownership given facilitating legislation and a public desire
to accomplish this end.
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Chapter 6

WHO OWNS THE SLUMS?
A PROFILE (I)
BASIC PARAMETERS

Introduction

In order to evaluate best the capacity of the various forms of governmental
suasion in providing rehabilitation in slum areas, it is essential to know who
owns the slums, why they own them, and what are the principal market
factors which influence their behavior.

This chapter focuses on the characteristics of slum ownership and the
form and concentration of holdings, with emphasis on the personal charac-
teristics and attitudes of the slum owners themselves. The significance and
salient characteristics of the single-parcel owner require a separate chapter.
Following this, attention will be turned to the "whys" of purchase and
the changes in these reasons over time. Then the presentation centers
on the who and why of well-maintained and poorly-maintained tenements.
The closing segments of this section analyze the ownership patterns of
well-maintained parcels as against those of poorly-maintained parcels.

Form and Concentration of Holdings

The much-publicized popular concept of the "slum lord" relies on the sup-
position that there are a small number of individuals who own the bulk of
slum tenements. While large owners are far from an insignificant proportion

121
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of total ownership, as the research presented here indicates, the degree of
concentration is much overstated. This is far from unique to Newark. For
example, in Crebler's study of ownership in New York's Lower East Side,1
there is a strong indication that small holdings predominate. He states that,
"If concentration is defined as a tendency for identical holders to own large
numbers of parcels in the area, the records suggest that there is no wide-
spread concentration of private ownership at the present time."

Similarly, in an earlier study done of ten thousand five hundred seventy-
one land acquisitions from 1938 to 1941, under the 1937 U.S. Housing Act,
fully a third of the parcels acquired in those "100 percent slum sites" were
resident owned.2 Over 40 percent of the Newark parcels, for which inter-
views were secured, are in the possession of landlords who own no other
rental property. Less than a quarter are owned by landlords possessing over
six parcels of this type.

There is a significant difference, as shown in Exhibit 6-1, between areas
in the above categories. Area 1, for example, has the largest concentration of
big-time owners by far. Even in this area, however, the comparatively
small-time owners possess as many parcels as do the big-time operators.
Areas 2B and 3B have far more resident owners than Areas 2A and
3A, which have similar housing characteristics but are largely nonwhite.
Of the total sample, 42.8 percent have owners who own no other parcels,
21.6 percent own one or two more, 10.9 percent o-vn more than three and
up to six, 7.8 percent own more than six and up through twelve, and 15.8
percent are owned by those who are in possession of more than twelve
parcels. In the course of more than three hundred individual interviews
undertaken with landlords, there were at least six owners who owned more
than forty parcels; two of this group owned approximately two hundred
parcels.

Legal Forms of Ownership

The majority of tenements are held in individual form. Just under 20 per-
cent are held by corporations, and a nearly equal number are held by part-
nerships of two or more individuals. (Notice that holdings by husband and
wife are counted as individual.) The comparatively limited use of corporate
holdings is undoubtedly largely a function of the fact that borrowing on
parcels in the slums of Newark typically requires personal signatures. The
corporate indemnity, therefore, is of no value.
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Area of Ownership

THE TENEMENT LANDLORD

The typical slum owner concentrates his holdings in one city. (See Exhibit
6-2.) Only 8.3 percent have holdings in Newark and one or more of the
other older New Jersey cities, while a trivial proportion own parcels in a
wider geographical span. This geographical specialization was paralleled by
the types of parcels owned.

Types of Parcels Owned

As shown in Exhibit 6-3, the bulk of slum parcels are held by slum special-
ists. Only 3.7 percent of the sample parcels are in the hands of owners who
indicate that the bulk of their holdings are not slums; 6.3 percent indicate
that there was a fifty-fifty range; 12 percent own largely slums with
some others, while 33.9 percent indicate that all their holdings are of the
same order. (Note that the last percentage excludes the 44.1 percent who
own no other type of parcel.) Owning slums, therefore, is a relatively
specialized occupation. The investor in this type of property typically is not
party to other areas of real estate investment. Slum ownership is a distinct
subset of real estate ownership in general with little crossing over into the
broader area. Government programs which might appeal to the latter may
have no effect on slum owners and vice versa.

Degree of Involvement with Slum Parcels

In Exhibit 6-4 is presented the response to the question: "Then you make
(or don't make) your living from real estate holdings?" More than half of
the parcels are owned by people to whom real estate represents a trivial
supplement to income. Only 19.5 percent are in the possession of people
who think of themselves as securing three-quarters or more of their income
from real estate holdings. To a considerable degree this reflects the com-
paratively amateur kind of holder who predominates in the market. The
significance of this factor from the viewpoint of securing rehabilitation
should not be overlooked. Many of the owners interviewed in the course of
this study are owners by default rather than by purpose; are owners by in-
heritance; or by lack of purchasers to buy unwanted properties; or by
a relatively trivial investment which is not too meaningful in terms of over-
all capital or income. Shaking these owners loose from their lethargy and
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128 THE TENEMENT LANDLORD

making them aware of possible governmental programs for aiding rehabili-
tation is perhaps much more difficult than doing the equivalent for the full-
time real estate owner. The latter may well be a "hard case," but since he
derives his living from real estate there may well be less inertia to over-
come. Programs may more easily be explained and more easily sold to the
professional than to the amateur.

There are a significant number of small holders who depend on rental
income substantially (Exhibit 6-5). Not infrequently these are elderly, re-
tired, or disabled individuals with no capacity for investment either in cash
or sweat. In the face of a weak market their policy tends to be one of
conservatism to the point of immobility.

Occupation of Slum Owners

What are the occupations of slum tenement owners? The wide diversity of
response is indicated in Exhibit 6-6. The largest single occupational classi-
fication is nonhouse-oriented craftsmen. (There are two categories of crafts-
men in the table.) Real estate brokers and real estate managers together are
second in importance, owning some eighty-two out of the three hundred
eighty-nine parcels for which this information was secured. Lawyers, who
are often thought of as major investors in slum real estate, are much less im-
portant than might have been anticipated. Only twenty of the parcels were
owned by this occupational category.

There is a substantial variation between areas of owner categories. In
Area 1, for example, real estate brokers and managers owned more than a
quarter of the parcels. Interestingly enough, the same formidable dispro-
portionment is indicated for Area 3B. The professional owners are most
significant in the "worst" and perhaps the "best" of the subsets. As shown in
Exhibit 6-7, the large-scale owners are largely professional real estate peo-
ple with lawyers and housecraft-oriented businessmen trailing behind.

There is a wide diversity of occupations among those people who own
only a single parcel. The largest proportion are nonhouse-oriented crafts-
men, while a substantial number, 16.9 percent, are retired. No other occu-
pational category contains as much as 9 percent of the total group.

Age of Owner

There is little variation in age of owner by area (Exhibit 6-8). In the abso-
lute, however, there are a substantial number of elderly owners. More than
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WHO OWNS THE SIAJMO-I 131

half of the owners are over fifty; and a quarter of them are more than sixty.
( The significance of this age factor, which is in part a function of the ethnic
distribution of ownership, will be discussed more fully in a later chapter. )
Only 15 percent of all the sample parcels are owned by people under the
age of forty. The typical parcel, therefore, is owned by people of late mid-
dle-age. Certainly one of the inhibitors of investment in the uncertainties
of rehabilitation must be accepted as the age of the owner.

Residents

As might be surmised by the prevalence of single-parcel owners, 36.6 per-
cent of the parcels in the sample areas are lived in by their owners. An ad-
ditional 10.2 percent of the parcels are owned by people who live within
the study areas, but not within the specific parcel sampled. Fully 35 percent
of all parcels are owned by people who live outside of Newark, though
within a twenty-mile radius. A relatively trivial proportion live outside
this radius. ( While this proportion may be somewhat understated by the
difficulties of contacting absentee landlords who live at considerable dis-
tances from the city, as Appendix I on Methodology indicates, the under-
statement is not significant. )

Area 1, with its many multi-parcel owners, has the smallest proportion
of resident owners. ( See Exhibit 6-9.) There is a substantial difference
between the A categories and the B categories in Areas 2 and 3, respectively.
In both B categories more than half of the parcels are lived in by their
owners, while in the A equivalents the proportion is under 40 percent.

In Exhibit 6-10 the same data is analyzed by size of parcel holdings.
Few of the major holders live within either the study area or, for that mat-
ter, Newark itself. Nearly 90 percent of them live outside Newark. The pro-
portion within this category descends as the size of holdings decreases. The
vast bulk of the owners of single parcels live in the house which they own.
Typically, those who do not, formerly did.

Race

Exhibit 6-11 details parcel ownership by area and by race. More than a
third of the three hundred eighty-six parcels for which data was secured on
this point are owned by Negroes. There is considerable variation from Area
to Area in this regard. Area 1, for example, has only 27.3 percent of its
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parcels owned by this group. Area 2A, by contrast, has 38.5 percent, and
Area 2B is highest of all with 48.6 percent, while Area 3B is lowest with 19.6
percent. The reasons for this skewed distribution are obviously complex;
however, there is considerable evidence to indicate that Negroes are no
longer buying parcels in Area 1. Area 2B, which at the time of the 1960 cen-
sus was largely a white area, is in the process of a very fast transition,
while Area 3B is still substantially closed to Negro buyers.

As can be seen in Exhibit 6-12, there are no Negroes in the largest size
holding category. Of the one hundred twenty-nine parcels owned by Ne-
groes in the sample that were analyzable in this detail, only one is owned by
an individual having six to twelve parcels, nine are owned by holders of three
to six parcels, with nearly a quarter in the hands of owners of two or three
parcels while the bulk of Negro owners own single parcels.

It will be helpful to examine more closely the various categories of land-
lords as a function of size of holdings.

The Big-Time Professional

Of the parcels whose owners were interviewed, 15.8 percent were held by
owners of more than twelve properties. Who are these people? Typically
they are white middle-aged businessmen, representing the earlier immi-
grant strains in Newark, substantially Jewish and Italian who now live in
the upper middle-class suburbs which surround the city. The major propor-
tion are professional real estate people. Their modular age is in the fifty-to-
sixty bracket. With a few exceptions, the bulk of their holdings are in slum
properties either in Newark or in other Northern New Jersey cities. They
are essentially slum specialists. As such, they can afford an infra-structure
which would be too costly for lesser holders. This refers to the fact that
typically they employ full-time repair and maintenance people. Their par-
cels receive at least a minimal degree of maintenance. At the same time,
however, they rarely own the best-maintained of parcels. Most of them have
been in the rental real estate business for more than fifteen years, and as
such they are seasoned operators, wary of doing more than is absolutely re-
quired in maintaining parcels.

Perhar s because of the skewed distribution of their holdings, with an
oversized proportion being in Area 1 which is suffering most with vacancy
rates, they answered the question: "Has the vacancy rate changed in the
past several years in the general area of [Address]?" with the greatest de-
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gree of affirmation. (See Exhibits 4-12 and 4-13.) They are much less im-
pressed by the problems of tax rates and reassessments than are smaller
holders. Their major single complaint is the quality of the tenantry.

A frequent response to the question of "What source would you turn to
if you needed financing?" among this category of owners was "personal re-
sources." By and large, it is, as would be expected, a sophisticated group.
Selling a rehabilitation program to owners in this category, assuming that it
promised a high enough return, would probably be easiest of all of the land-
lord categories.

The Part-Time but Still Significant Holder

The owners of six to twelve parcels are a much more diverse group-13.3
percent of them live within the study area and 23.3 percent live in the
balance of Newark. A little less than half of this category of landholders anti
not real estate brokers or managers by profession. There is a wide diversity
of professions with craftsmen, housecraft-oriented businessmen, and, sur-
prisingly enough, unskilled workers being the chief categories. When the
question was asked: "Why did you buy the property at [address]? the
answers of this group largely revolved around rental return, though 12.9
percent had inherited their holdings. It is this group, as will be shown in
Chapter 8, which shows the greatest degree of disillusionment on the po-
tential profitability of slum holdings. Typically they cannot afford the full-
time services of repairmen which larger holders can secure. Only 25.8 per-
cent of this category of holders give full time to rental properties. While
a few holders in this category do the bulk of their own repair work and
maintain their parcels uncommonly-well, they are exceptions.

How does this category of owners get started? There is no single answer.
Perhaps a couple of brief profiles will define the general nature of the
ambient. One landlord said:

My husband was in the installment business and he decided, at the
suggestion of a friend, to purchase some rental properties instead of
expanding his business. We bought our first parcel about five years
ago.

The couple now owns nine parcels with a total of forty-five apartments.
The function of tenement realty as an annuity for old age was probably

the most common response. For example, a sixty-six-year old attorney
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pointed to the fact that he started buying properties some ten years before
with the idea that ultimately, once he had paid off his mortgages, he would
be able to subsist on the cash flow derived from the parcels in question. An-
other owner, a seventy-four-year old retired bricklayer, owns twelve par-
cels, most of them in Area 1. He said:

I started out figuring on a small addition to my income while I was
working, but now I have money and I am retired. I used to be a brick-
layer. I saved my money. I invested in these properties. Now, besides
my pension and my social security, I get a good income.

It is this category of owners who might be most difficult to move in any pat-
tern which requires substantial reinvestment in parcels as long as the cash
flow from their holdings provides a basic supplement in their income. As
long as the cash flow is satisfactory, there is little capacity or will to reinvest.

The Impersonality of the Larger-Scale Owner

It is obvious that the substantial owner of slum real estate is not in busi-
ness for altruistic purposes. The really active owner may buy and sell par-
cels at a considerable rate. As such, the individual parcel may have little
meaning for him. It becomes an impersonal element in his business life,
having no relationship to the fact that people live in it. For example, one of
the major owners interviewed in the course of this study secured a parcel in
Area 1 as part of a package deal involving six parcels. He told the inter-
viewer:

As soon as I bought the parcel; and I bought it as part of a package;
I looked around to try to get rid of it. It was in lousy condition, and
simply wasn't worthwhile keeping. It took me the better part of four
years to sell the parcel in question. . . . It wasn't worth my while to im-
prove the parcel since I planned on selling it.

In this particular case the parcel, for three or four years, just consistently
degenerated.

At least on a number of occasions in the course of the interviewing, the
phenomenon was found that the owner of record knew very little, if any-
thing, about the parcel to which he held title. Case 48 is an example. This
parcel in Area 1 is owned by a group of four. The owner of record is a pros-
perous lawyer. He is not sure of the number of units in the tenement since
another one of the partners acts as manager. There is an obvious gap be-
tween ownership and feeling of responsibility.
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A similar condition exists in the case of a forty-five-year old clerk at the
county court who owns three parcels. She purchased them on her sister's
recommendationher sister being a professional real estate person. She has
never seen two of the three parcels which she has owned for five years.

This degree of noninvolvement is often accentuated by the geographi-
cal gap between the living place of the owner and the parcel. Perhaps the
most poorly-maintained parcel in the sample is in Area 3A. It is a parcel
which can best be described in the words of our field surveyor: ". . . sur-
rounded by garbage, stairs rotting, property in terrible shape." The owner,
an engineer, inherited the property. He lives in another state; has an income
level in the $11,000 to $20,000 bracket; and states his attitude towards the
parcel very clearly: "I want to sell it; I'm not afraid of being reassessed be-
cause I'm not going to make any improvements." When asked what im-
provements he would make if he were sure of not getting a boost in taxes, he
replied, "None, the parcel isn't worth it." The inheritance factor noted in
the above case should not be underestimated as a source of poor mainte-
nance. The recipient frequently has no involvement in the real estate busi-
ness, no knowledge of proper maintenance procedures, and basically just
tries to get out from under the parcel. Given a weak market, however, this
may be a very lengthy process. For example:

Mr. X and his sister inherited a parcel in Area 3A from their father,
which at one time had been the family residence. Mr. X has no inter-
est in the building other than to keep it standing until the city buys it
for scheduled urban renewal project. He says he makes minor repairs
to conform with building and health regulations, but he will not make
major improvements. He complained bitterly that someone took out
the copper pipes from a vacant apartment and that he had light bulbs
taken from the hall. Also, fixtures and electric wires were tapped by
the tenants for the tenants' personal use, etc. He finds the whole deal
"a pain" and he just wants to get out.

Apparently, it is this type of owner, who has the least will to take advantage
of any proposed self-help programs by the government for landlords.

In this uninvolved landlord subset should be incorporated the signifi-
cant number of parcel owners who hold commercial facilities, typically
street-floor stores. The owners of these parcels generally think of their
resident tenants as being unpleasant incumbrances at besterhough, in gen-
eral, the parcels receive reasonable maintenance, the landlords typically
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express no interest in significant rehabilitation of the residential parts of the
parcels in question.

REFERENCES

1 Grebler, Housing Market . . . , p. 104.
2 National Housing Agency, Who Owns the Slums? Where Does Money Spent for

Slum Property Go? (National Housing Bulletin 6, March, 1946) pp. 2-4.
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Chapter 7

WHO OWNS THE SLUMS? (II)
THE SINGLE-PARCEL OWNER

THE single-parcel tenement owner's characteristics are quite distinct from
those of larger holders. As was seen in Exhibit 6-10, the great bulk of single-
parcel owners are residents. Who are these people? Eighty-nine of the one
hundred thirty-nine for whom there is data are Negroes. Fifty are white.
As was indicated earlier, few of the Negroes who are owners of parcels
within the sample are multiple-parcel owners. In this analysis of Negro own-
ers, they will be equated with Negro resident owners. Exhibits 7-1 and 7-2
give some feeling for the accession rate of Negro owners. Notice that this is
increasing fastest outside of Area 1. While this is perhaps to be expected
considering the low base of Negro ownership outside that area, it is Area 1
that has the highest proportion of relatively new white-owner titles. (Exhibit
7-3.) To restate: The new Negro buyer is avoiding the old hard-core area.
In his absence, it is the large holder who is the new purchaser. Negro buyers
are leaving the hard core to the big time professional, preferring better areas
for home ownership.

While the overall age of single-parcel owners is younger than the equiv-
alent for all owners, there is a substantial dichotomy in age distribution by
race. In Exhibit 7-4 the ages of resident owners are given by race. More
than half of all the white resident owners are over sixty; this contrasts with
the equivalent data for Negro owners of less than one quarter. The average
age of the Negro group is forty-nine and six-tenths years; for whites it is
over fifty-eight years. The data indicates that the typical white resident-
owner is relatively elderly; from other cross tabulations it can be seen that

142

, Aul.' tea"



,

WHO OWNS THE SLUMS?-II

EXHIBIT 7-1
DATE OF TITLE

143

NEGRO OWNERS AS PERCENT OF TOTAL

AREA
1

AREA
2A

AREA
2B

AREA
3A

AREA
3B TOTAL

r I
Up to but not includ-

ing 2 years old 15.4 40.0 50.0 20.0 36.4 28.6
2-4 years old 20.0 7.1 50.0 35.0 15.4 24.7
5-6 years old 35.3 37.5 66.7 33.3 12.5 33.3
7-10 years old 28.6 25.0 27.3 29.4 12.5 26.3
11-15 years old 27.3 52.0 0.0 50.0 20.0 32.9
16-20 years old 14.3 26.3 25.0 23.5 0.0 17.3
Over 20 years old 8.3 13.8 0.0 15.2 0.0 9.2

Total 18.8 28.6 27.8 27.2 12.2 22.6

he represents the earlier immigrant groups who settled and have since
largely out-migrated from Newark. Given this data, combined with the
cumulative percent by race of date of title which indicates increasing vigor
of purchase by resident Negroes as against resident whites, the dynamics of
the situation are clear-cut. As white resident owners die rut, they will in all
probability be replaced, not by equivalent white single-parcel resident
owners, but either by Negro residents or by white major real estate holders.
A deciding role in this decision will be played by government legislation-.
or its absence.

Why do Negroes buy tenements? The most consistent single answer is
for the purpose of a home:

.. . We couldn't find a nice place for the children. . . . We couldn't af-
ford a one-family house.. . . We were raised in the neighborhood and
we knew the people. . . . I bought the property because I wanted a
comfortable place to live. . . . I thought it would be easier to pay off
the mortgage if I could rent. . . . I tried to get into a white neighbor-
hood but no one would sell to me... .

A forty-eight-year old Negro iron molder said:

I always wanted to own a home. One time I started to buy one but I
just couldn't get the money up. My younger brother started me when
he got a home before I did. I got tired of paying rent, so I figure for a
f e w more dollars I would own a home. I live r i g h t down the street . . . ,
so when I found out that this home was for sale I got it. I couldn't af-
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EXHIBIT 7-4
RESIDENT OWNERS' AGE BY RACE

145

AGE

NEGRO WHITE

Number Percent Number Percent

21-30 1 2.0

31-40 15 16.9 4 8.0

41-50 39 43.8 11 22.0

51-60 16 18.0 8 16.0

61-70 17 19.1 13 26.0

70 plus 2 2.2 13 26.0

Total 89 100.0 50 100.0
NA/DK 2

Approximate average age 49.6 years 58.4 years

ford to own a one-family home. Some day I will be able to build me a
home out somewhere, but I will live here until it is built.

In summation, these answers are not very different from the response that
would probably be secured from an equivalent group of low-income whites.
In a number of cases the resident Negro owners had very large families and
had experienced considerable difficulties in finding landlords who would
rent them appropriate facilities. In most cases, the rental income from the
tenement made it possible for relatively poor families to purchase property
which otherwise would be out of the question.

Overpayment FactorFinancing

In this area, as in many others, the poor pay more. Largely, this overpay-
ment factor is a function of financing. An iron molder paid $16,000 for his
four-family tenement. He was able to secure a $15,900 first mortgage
through a mortgage company. The assessment on the parcel is $8,400, and
a cash sale value of the parcel is probably no more than $12,000. The situa-
tion is similar in the case of one parcel in another hard-core area with an
assessment of $7,000. The parcel was purchased by its present Negro owner
in 1960 for $12,500 from a major holder; the previous owner took back a
first mortgage of $10,000 and a second mortgage for $1,500. There is an ob-
vious inflationary element in this type of low-cash transaction.
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Overpayment FactorAnti-Negro Prejudice

Aside from this price discrimination on the basis of credit facilities, is there
price discrimination in terms of Negroes purchasing homes? This is a ques-
tion which has been debated in a number of areas. Raplcin in his study of
group relations in Newark, stated:

There appear to be two housing marketsone for whites and another
for Negroes. When a Negro acquires a dwelling in a white neighbor-
hood, he is usually required to pay a price higher than that which ex-
isted prior to his entry. Thus, in an area in which dwellings previously
sold for $20,000 on the average, a Negro will pay between $22,000 and
$24,000. On the other hand, should the dwelling in the same area be
sold to a white purchaser, the price would most likely be $16,000 to
$17,000.1

Is this true of areas in which substantial immigration of Negroes is an ac-
cepted fact? Exhibit 7-5 undertakes to show Negro versus white purchases
by year by purchase price as a percentage of 1964 assessment. At best, this
kind of data can serve only as a rough guide. The vagaries of assessments
as well as loaded prices for financing are obviously major variables. In addi-
tion, the white purchaser is increasingly a professional looking for bargains.
The Negro buyer, on the other hand, is usually an amateur looking for a
home. The difference in will to buy is clear. Given these stipulations, how-
ever, there is remarkably little difference in the ratios which are shown by
area for white purchases and for equivalent purchases by Negroes in recent
years.

The very substantial proportion of Negroes in Newark may mean that
the battle for exclusion is no longer being fought through the price mecha-
nism. Indeed, some of the strongest statements against new Negro buyers
were made by some of their more fortunate peers. This statement from a
thirty-five-year old owner and occupant of a substantial rooming house in
Area 2A is fairly typical:

Negroes have ruined the property on [Name] Avenue. We are just not
ready! My family were the first Negroes on this block; there were
nice lawns, etc., and the property was well kept. Now those who try
to keep yards nice are fighting a losing battle with the children and
grownups.

Newark then, at least in the bulk of its tenement areas, may be at a much
later stage of progression than are other older American cities where the
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ownership segregation battle is still hard fought. It may provide an insight
into the future of those cities.

The Aged Owner

Even if purchases by Negro owners, largely for their own homes, provide a
new, more youthful ownership group for slum tenements, there still re-
mains a very substantial number of aged owners. The factor of age of owner
as an inhibitor of improvement is quite clear. In the heart of Area 1 a resi-
dent owner, when asked about improvements, replied:

"I am eighty-four and I'm not interested in making any improvements;
I just want a comfortable place to live in." Although Cie building with
its eight cold-water flats is in reasonably good condition, Mr. X was the
first to point out that possibly a younger man might want to make some
improvements and conceivably would "make out" if he did so.

A significant modular type of white resident owner is the widow, typi-
cally of immigrant stock, who remains in an area that has largely changed
in character. Case 9 is representative of this:

Mrs. X, of Italian parentage, lives in one parcel in Area 1 and owns
another several streets away. The former she has lived in since 1923;
the latter was purchased fifteen years ago for income. Both her home
and the rental parcel have cold-water flats. Her expenses are largely
taken care of by her son who lives with her. When asked what source
she would turn to if she needed money to make improvements she said,
"I am seventy-one-years old and the bank or the home finance com-
pany would never lend me money."

Taxes are her number-one problem. This is not, however, in terms of reas-
sessment, but rather in terms of their increased level, in contrast to the rel-
atively static or degenerating rent roll.

A similar case was that of an elderly spinster of seventy-four who was
living on social security. She inherited the three-unit tenement in Area
3B, in which she presently lives, from her father who, in turn, had
owned it since the 1920's. She likes the area because it is quiet and
most of the people are elderly Italians, similar to herself. While the
housekeeping of the parcel itself is immaculate, it has no central heat
and is in need of a major overhaul.

The absolute age of a tenement owner does not necessarily preclude im-
provement. In the course of this study many exceptions were found. The
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typical case, however, is one of "end game" with the owner basically trying
to reduce any commitment to the parcel, either financial or in terms of
personal effort. Where there are problems of racial transition the attitude
is reinforced. This was expressed vividly by a seventy-seven-year old
widow of Italian extraction who said, "I just want to sell and get out." The
parcel in question used to be the residence of the owner, but now it is very
poorly-maintained and the owner obviously has just lost all interest in it.

The problems of the aged owner are obviously not confined to whites
alone. In the case of Negroes, they are often compounded by obvious
poverty.

For example, Parcel 143 in Area 1 is owned by a sixty-one-year old
Negro woman in poor physical condition. The three-family parcel
needs extensive exterior repairs. The interior, however, is maintained
in a very clean condition. There is no central heat; Mrs. X, the owner,
bought it in 1953 as a place to live. Her sister lives upstairs and
when working pays $10 rent per week. When the third floor is rented,
she gets $50 per month. It has been vacant for three months. The in-
come from the parcel is the owner's only income. She keeps a couple
of boarders in her own apartment. She is not on welfare; her sister and
grandchildren help her pay expenses and she does babysitting once in
a while. When asked what source she would turn to if she needed
money to make improvements on the property, she replied, "The bank,
but if I have to make improvements I would have to move out be-
cause I can't afford to pay for them." In response to our question on
income, she indicated an income level of under $3,000 and said, "Gee,
I could just live wonderfully on $3,000 and really could do much for
the place."

As will be noted in the chapters on the potential of financing and tax aid,
the response of the elderly to either of these stimuli ran along the lines of
this answer of a seventy-year-old Negro owner presently retired and living
in a parcel which is in very poor condition: "I'm too old to worry about
money now. I am retired and cannot afford to pay a lot of taxes and interest
on money."

The Poverty Stricken Owner

Poverty is not a monopoly of aged owners. The owning of real estate par-
ticularly by Negroes is not always a function of their having regular jobs. A
number of the Negro owners basically are unemployed. As such, they have
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little means and less initiative with which to repair their homes. It is for
this reason perhaps that taxes rank very high in their thinking. Given a
limited income from parcel ownership, the pinch of taxes is most acute. For
some of the poorer owners, their homes, even though initial financing may
have been repaid, serve as collateral for borrowing from loan companies
and a variety of high interest sources.

For example, Case 555, a Negro woman in her middle sixties who has
never had a permanent job, has owned her present residence, a three -
family house, since 1943. She lives in one apartment and the proceeds
from the other two apartments are her only resources. Within the last
five to ten years there have been two mortgages taken out on the par-
cel from different sources. Her original mortgage was paid off, but the
house is now heavily encumbered. "I have always borrowed from loan
companies; I wish I hadn't because they sure ride you."

This lack of cash flow, either from work or from the parcel ownership
itself, is often a function of the inflated financing. The case of one of the few
Puerto Rican owners interviewed in this study is indicative of the point. The
parcel was purchased by its present occupant in November, 1963, and was
assessed in 1964 at $4,400. The owner paid $15,000 and got a $14,400 mort-
gage from the seller, a mortgage company. The sale pattern of the parcel
indicates something of the nature of the present owner's problem. In 1953
the parcel was sold for $3,500; in 1961 there was a nominal transfer to an-
other individual who in turn sold it again through the form of a nominal
transfer to the mortgage company. The present owner, Mr. X, is a forty-
year-old factory worker whose reasons for purchasing the property were:

I figured that it was cheaper than paying rent. I have been hying to
better myself and my family. This way I make a little extra money. I
have this apartment house for a little over a year. I do not like to have
debts. It is like an ax hanging over your head, so it bothers me to owe
so much money on the house and it's going to be a long time before I
am able to pay it off.

When asked about taxes, he said:
You know I don't understand too much about taxes. I make monthly
payments to the bank and that includes everything. They have the
brain to figure everything out.

When asked about improvements he said:
At present rm not planning to make any. I don't have the money and
I don't want to borrow more. (This interview was translated from
Spanish.)
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The problems of age, the problems of poverty and the problems of "gyp"
repair companies feasting on the ignorance of new landownersall are
obvious inhibitors of efforts at rehabilitation within the present context of
efforts in that regard. The vacuum of government policy in aiding the single-
parcel slum owner is all too evident.

REFERENCES

1 Rapkin, Group Relations . . , p. 38.



Chapter 8

WHO OWNS THE SLUMS? (III)

Reasons for Purchase and Attitudes Toward Rehabilitation

WHY did the owners of parcels within the sample area acquire them? In
Exhibit 8-1 are presented the answers to this question. There is a wide varia-
tion from area to area. In Area 1, for example, "home" and "home plus in-
come" equals only 21.8 percent of the response. It is closely followed in this
regard by Area 2A with 37.4 percent response. In the other areas the re-
sponses are close to the 50 percent mark. The responses grouped under the
heading of speculation ( all answers indicating hope for profit through re-
sale) are few in number. While undoubtedly there is a ritualistic inhibition
about a positive response to this question, it is indicative of the relative
weakness of the resale market.

Inheritance

More than 11 percent of the parcels in th9 sample were secured through
inheritance. The importance of this factor should not be underestimated.
Frequently, the owner by inheritance has little information and less inter-
est in his parcel than the owner by deliberate purchase. As has been noted,
some of the poorest maintained parcels were secured by this means.

Foreclosures

In Exhibit 8-2 the responses are analyzed by size of landlord holdings. Ob-
serve that mortgage foreclosures as a source of acquisition by major owners
is a frequent tribute to high purchase money mortgages extended by them.

152
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Rental vs. Resale

155

In a later stage of the interview (question 15), the subject of goals was re-
turned to with the question rephrased: "Would you say that most owners of
properties similar to [Address] are looking for return through rental or
profit through sales?" Again the bulk of the response to this projective
question revolved around rentals. In Area 1 and in Area 2A, however, a
substantial group of responses centered around profit from resale either
mainly or exclusively. ( See Exhibits 8-3 and 8-4 on pages 156-157.) When
the owners were asked the following question directly, "Would you differ
with this opinion?" the same general pattern was indicated. In addition, a
substantial number of owners, particularly in Areas 1 and 2, said in effect,
"I'd love to sell, but there are no buyers. I'm locked in and it's going to have
to be rental." (For present attitudes of parcel owners, see Exhibits 8-5 and
8-43 on pages 158-159.)

Changes in Attitude

In gauging landlords' morale, it is interesting to follow the changes, if any,
from acquisition motives to present attitudes. Exhibits 8-7 and 8-8 present
the responses by area and size of holding, respectively, to the question: "Is
this still your reason ( s) for keeping property?" Notice that the "want to
sell" responses are broken down into several subsets. Even if the number of
owners who have not listed their parcels currently with a broker is dis-
counted, the picture does not speak well of market vigor. Exhibit 8-9 pre-
sents a matrix showing the shifts from original goal to present attitude. The
problem of reducing the pessimism indicated by these exhibits to the point
of inducing investment for rehabilitation is evidentits cure not at all
clear. Chapters 10,11, and 12 will consider this question more fully.

Effect of Area on Landlords' Willingness to Improve

The point was repeatedly made that it was essential not to improve a par-
cel beyond the value of limitations implicit in the area itself. In a number of
cases when owners were asked, "What source would you turn to if you
needed money to make improvements on your property?" they replied, "To
the bank, but a bank wouldn't make a loan in our area." The attitude of the
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professional landlord towards improving in bad areas was typified by an
owner of more than one hundred parcels in Newark. In the past year he has
put central heating into twelve parcels, some of which are in Area 3. When
asked about holdings in Areas 1 and 2 he said, "I won't touch them!"

This attitude was far from confined to major holders. For example, the
son of a ninety-one-year old Italian owner clearly indicated the importance
of area in determining the advisability of putting in improvements when he
said, "We wouldn't do a thing in this area for we couldn't get our money
back, but if we were in a better area, I would probably put on at least new
aluminum siding. It pays."

The man in question, a sheet-metal worker, indicated the only reason that
the parcel has not been sold is that his father still views it as their original
home. After the father's death, it was indicated that the parcel would be
sold. Prior to that time, however, certainly no repairs are to be expected
regardless of any governmental inputs. While the bulk of these unsolicited
comments were evoked in interviews concerning parcels in Area 1, they
were consistently espoused, as will be shown in the later chapters on fi-
nancing and tax impact, by owners in Areas 2 and 3.

The defeatism of landlords who own parcels in hard-core slum areas is
exemplified by an interview with an absentee owner of a parcel in Area 1.
Though aware of FHA Title I financing, he said: "There is no financing in
an area as bad as the one fm in." When questioned about the effect of
building and health inspectors, he said, "They make me improve the parcel
and I'll never get my money back?'

While from a societal point of view this approach can be disparaged and
the question raised as to whether the landlord has responsibilities to his ten-
ants as well as to his plat statements, but from a realistic point of view
the lack of positive be'aavior implicit in this attitude must be accepted by
the worker for rehabilitation. With the bulk of Newark now open to de-
pressed socio-economic groups for housing, the hard-core areas are centers
for individuals who cannot afford or would not be permitted into desirable
housing. The mr.jor part of landlord complaints centers on this facet. Com-
plaints about the character of the population moving into the hard-core
areas are not confined to white owners alone. For example, a resident
owner in Area 1, a Negro drill press operator, said, "It's getting so that you
mast walk the streets safely." While the statement may be exaggerated, it
was voiced so frequently in one form or another that it cannot be ignored.

Co lik..-1....,..",..,,,, -...-- -
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The Effect of Urban Renewal

THE TENEMENT LANDLORD

As Exhibit 8-10 indicates, the bulk of the respondents were reasonably
sure that if their property were taken for urban renewal, they would be able
to get back the investment made by making improvements. There were,
however, substantial variations by area, in part reflective of variations in size
of land holdings. Less than 30 percent of the parcels are held by owners who
thought that in case of urban renewal, they would not get appropriately
reimbursed upon urban renewal landtaking. Exhibit 8-11 analyzes the re-
sponse by the number of parcels owned. Plainly, it is the large owners who
have the greatest degree of faith in the equitable settlements involved in
the program, while contrarily the small owners exhibit the least degree of
equanimity at the prospect.

Reasons for Fear

What reason do owners who feel that they will not be treated properly
have for this attitude? Of the eighty-seven negative respondents, ten re-
ferred specifically to the time lag between urban renewal announcement
and actual landtaking. One of the major landowners put it this way:

They come around and start doing their survey, and before you know
it, tenants are scared and move out. Then the property goes to hell
and you're left without income for three years before they make a
settlement.

This type of worry was frequently stated by some of the small storekeepers
in areas threatened by renewal. For example, Mrs. X, a middle-aged Negro
woman, has two small grocery stores in an area that has been largely cleared
for urban renewal. She finds that not only has the number of her customers
diminished, but also that there has been such a long lag between the an-
nouncement of urban renewal and actual landtaking, that she has lost a
number of her tenants without being able to replace them with others be-
cause of fear of ultimate landtaking. She said: "I won't do a thing with my
parcels until I know which way the city is going."

Again and again, the small landowners expressed this ignorance of the
basic urban renewal program and its actual limitation in Newark. This was
voiced most eloquently by a Mr. Y, an eighty-two-year old handy man for a
hotel:



ca

E
X

H
IB

IT
 8

-1
0

ca
IF

 Y
O

U
R

 P
R

O
PE

R
T

Y
 I

S 
T

A
K

E
N

 F
O

R
 U

R
B

A
N

 R
E

N
E

W
A

L
, W

IL
L

 Y
ou

 B
E

 A
B

L
E

 T
O

 G
E

T
B

A
C

K
 T

H
E

 I
N

V
E

ST
M

E
N

T
 Y

ou
 M

A
D

E
 B

Y
 M

A
K

IN
G

 I
M

PR
O

V
E

M
E

N
T

S?

A
R

E
A

 1
A

R
E

A
 2

A
A

R
E

A
 2

B
A

R
E

A
 3

A
A

R
E

A
 3

B
T

O
T

A
L

N
um

-
be

r
Pe

r-
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

N
um

-
be

r
Pe

r-
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

Y
es

65
57

.0
41

53
.9

9
34

.6
33

47
.1

21
51

.2
16

9
51

.8
Y

es
-b

ut
6

5.
3

7
9.

2
2

7.
7

14
20

.0
6

14
.6

35
10

.7
M

ay
be

14
12

.3
12

15
.8

2
7.

7
6

8.
6

2
4.

9
36

11
.0

Pr
ob

ab
ly

 n
ot

6
5.

3
6

7.
9

4
15

.4
3

4.
3

5
12

.2
24

7.
3

D
ef

in
ite

ly
 n

ot
23

20
.2

8
10

.5
8

30
.8

13
18

.6
7

17
.1

59
18

.0
D

oe
sn

't
-

-
2

2.
6

1
3.

8
1

1.
4

-
-

4
1.

2
ca

re
-

w
an

ts
 o

ut

T
ot

al
11

4
10

0.
0

76
10

0.
0

26
10

0.
0

70
10

0.
0

41
10

0.
0

32
7

10
0.

0
N

A
3

3
2

4
1

13

D
K

11
12

9
11

9
52



E
X

H
IB

IT
 8

-1
1

IF
 Y

O
U

R
 P

R
O

PE
R

T
Y

 I
S 

T
A

K
E

N
 F

O
R

 U
R

B
A

N
 R

E
N

E
W

A
L

,
W

IL
L

 Y
ou

 B
E

 A
B

L
E

 T
O

 G
E

T
B

A
C

K
 T

H
E

 I
N

V
E

ST
M

E
N

T
 Y

ou
 M

A
D

E
B

Y
 M

A
K

IN
G

 I
M

PR
O

V
E

M
E

N
T

S?

Si
ze

 o
f 

H
ol

di
ng

s

k z I-
I ti tv t-

N
A

JD
K

O
th

er
O

ve
r 

12
7-

12
4-

6
2-

3
1

T
ot

al

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

Y
es

Y
es

-b
ut

M
ay

be
Pr

ob
ab

ly
 n

ot
D

ef
in

ite
ly

 n
ot

iJ
oe

sn
't 

ca
re

-
w

an
ts

 o
ut

N
A

D
K

Su
b-

 -
N

L
iv

e 
sa

m
pl

e

1 1 1 - 1

4 3

33
.3

33
.3

33
.3 - -

-
-

- -
-

-
-

-
-

0

37 4 3 1 8 6 2

61 53

69
.8

7.
5

5.
7

1.
9

15
.1 - -

20 2 - 2 1 1 3 2

31 26

77
.0

7.
7 - 7.
7

3.
8

3.
8 - -

15 10 6 - 8 1 3

43 39

38
.5

25
.6

15
.4 - 20
.5 - -

41 1

12 7 12 2 9

84 73

56
.2 1.
4

16
.4

9.
6

16
.4 - -

55 18 14 14 29 3 1

35

41
.4

13
.5

10
.5

10
.5

21
.8

2.
3 - -

16
9

13
3

16
9 35 36 24 59 4 13 52

39
2

32
7

51
.8

10
.7

11
.0

7.
3

18
.0

1.
2 -

5



rEt , ...-VE WV* 'V, - ,,r, ,.., , "' '

,:.

i,

,

WHO OWNS THE sumis?m
They say they are going to take it (his one parcel in Area 2A) for the
new highway, but they don't, and still they want me to fix it up. It's
worrying me sick. I wish they would tell me what they're doing . . the
property ain't much good and I don't see no sense in spending money
on it just to have it torn down. You can't charge people a big rent
unless you give them something for it, and there ain't no sense in
spending money on the place if they are going to tear it down.

167

The ignorance of the details of urban renewal revealed in some of the
responses to the question is sometimes a little startling. For example, a num-
ber of owners said, "If I don't get an adequate return from urban renewal I
won't sell?'

It is the small owners particularly from whom this kind of response came:

I don't think we will get it (a fair settlement on urban renewal land-
taking) and I doubt it because my bargaining position is against that
of the city. In addition, I don't think I could adequately prove the cost
of my improvement especially in regard to labor costs because I did a
lot of it myself.

This type of attitude was expressed not infrequently even by those peo-
ple who were sure that on urban renewal landtaking they would get fair
awards. For example, in Area 1, the owner of a parcel in the heart of the
core slum area, with a reasonably successful fish market on the first floor and
four cold-water fiats above, was asked whether he would improve the par-
cel if he were sure of not getting a boost in taxes. The response was:

Since I am in an urban renewal area, I just won't do anything major;
only necessary improvements. If there wasn't urban renewal coming,
I think I would probably re-side the house. It sure needs it, and I'd
put in central heating. It seems to improve the quality of the tenancy.

Interestingly enough, this particular parcel is not in an area which is pres-
ently slated for urban renewal.

Ignorance of Urban Renewal Scheduling

There is no question that some of the people who responded to the ques-
tion about improvements by pointing to urban renewal as precluding them
were obviously taking the easy way out. It should not be assumed, however,
that this is true of all of them. The political exigencies in Newark as in a
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168 THE TENEMENT LANDLORD

good many other cities, make for sweeping announcements of urban re-
newal development that precede their actuality, frequently by many years.
There is a great degree of ignorance on just which areas are scheduled for
urban renewal, and if so, when. This is complicated by the fear, on the part
particularly of small landowners, of anything smacking of politics; a fear of
the small man against the administrative monster. In general, however,
there is a substantial degree of faith that urban renewal landtaking is
equitable in its ultimate payments.

As related earlier, a substantial number of the major landowners look to
urban renewal as the only means of cashing in their investments. It is inter-
esting, however (Exhibit 8-12 ), that less than a quarter of all the parcels in
the sample area were in defined renewal areas (identified by the address
book of the Newark Renewal Authority as of the time of the interviews)
while only 56.7 percent of the respondents were definitely sure they were
not in urban renewal areas ( Exhibit 8-13 ).

The responses of owners of parcels which are scheduled for urban re-
newal are tabulated in Exhibit 8-14. The wide range of answers indicates
the need for better communication. While the difficulties in securing devel-
opers and of doing long-range planning in the face of a relatively weak
demand market in Newark are obvious, the urban renewal program in the
city obviously requires some clarification. In addition, there seems to be
some possibility of misinformation derived from other landtaking programs.

A case in point is the response of the owner of a parcel in Area 3B, an
elderly retired Italian who owns two other parcels and lives in the
parcel under investigation. When asked whether he would get back
his investments in making improvements on land taken for urban re-
newal, he replied: "The state is going to build a highway and a rep-
resentative from the state said I would lose 75 percent of any money
spent for additional improvements."

There are substantial areas of Newark which cry out for urban renewal.
The need for the program is unquestionable. There is an equal necessity,
however, to clarify its timing and impact, particularly among smaller
holders. The weakness of the Newark real estate market and a concomitant
shrrtage of developers has required an opportunistic approach by authori-
ties. This has led to further inhibition of landlord action.

In the midst of these general negative elements there is no consistency
of upkeep by landlord. Which factors can be isolated as making for "good"
or "bad" landlords?
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EXHIBIT 8-14
PARCELS WHICH ARE IN AN URBAN RENEWAL AREA-ARE You

IN AN AREA SCHEDULED FOR URBAN RENEWAL?

AREA 1 AREA 2 AREA 3 TOTAL

Num-
ber

Per-
cent

Num-
ber

Per-
cent

Num-
ber

Per-
cent

Num-
ber

Per-
cent

No 4 18.2 6 24.0 10 34.5 20 26.3
Yes, within 1 year 1 4.5 1 4.0 2 6.9 4 5.3
Yes, 1 to 5 years 9 40.9 4 16.0 8 27.6 21 27.6
Yes, 6 to 10 years 3 12.0 2 6.9 5 6.6
Yes, long term 5 22.7 10 40.0 6 20.7 21 27.6
Not sure 1 4.5 1 3.4 2 2.6
Other 2 9.1 1 4.0 3 3.9

Total 22 100.0 25 100.0 29 100.0 76 100.0
NA/DK 5 5 10 20



Chapter 9

WHO OWNS THE SLUMS? (IV)
THE "BAD" AND "GOOD" OWNERS

THE characteristics of owners of exceptionally "bad" and exceptionally
"good" parcels are considered in this chapter. Are there some pertinent
generalizations that can be made here which have significance for rehabili-
tation efforts? From this question, the discussion turns briefly to the prob-
lems and potential of code enforcement.

The Owners of Dilapidated Parcels

Who owns the really dilapidated parcels? Why are they kept in this condi-
tion? What future, if any, is anticipated for these dilapidated parcels by the
owner?

There is obviously no single answer to any one of these questions. Let us
take one case study, for example, in the hard-core area. It is a six-family
stucco house in very poor condition. The fire escapes are of dubious work-
ability and porches are dilapidated and leaning to one side. The field
surveyor's report reads "stucco patched with tar, whole building leans,
woodtrim rotted. Back yard resembles garbage dump." The four-room
apartments each rent for $40 per month; however, the house, which has no
central heat, is half empty. The parcel was purchased in 1948 for $2,500; it is
presently assessed at $7,900 with its original mortgage paid off and is now
free and clear.

The parcel is owned by a moving contractor, who also owns another
half-dozen parcels, most of which are in somewhat better condition, but all

171



172 THE TENEMENT LANDLORD

of which are in slum areas of Newark. The owner would like to sell it, but he
claims that he cannot. He doesn't have it listed with a broker because "I
wouldn't get anything back for it." His feeling is that the only way he can
sell it is by taking back close to a 100 percent mortgage. While the rents are
nominally collected monthly, he frequently has to go twice a week to collect
from most of his tenants. He admitted that the vacancy rate in the parcel
has gone up substantially in the last several years.

When asked whether the building could be made more profitable by
fixing it up, he said:

I would have to spend too much money to fix the parcel up and it
takes too long to get the investment back. People don't pay rents so I
have to evict them. I also have the problem of skips. This area is very
bad and that keeps people away. Also, the tenants want central heat
and have better properties for the same price.

When asked what improvements he would make if he could be sure of
not getting a boost in taxes, the owner recited a long list of potential im-
provements, including central heat, hot water, new paint, etc., but then
ended by saying, ". . . actually I would like to get financing to knock down
the parcel and rebuild it." When asked if the resale market was such that he
could get back the money invested in improvements, he said that he thought
so, ". . . but I will have to take back a big mortgage and I don't want to do
it."

When asked if he could get an improved rent roll, he said:

No, I can get an increase in rent, but not enough to get an adequate
return on the investment. I just improve to make parcels rentable. We
leave them alone and they become vacant overnight and vandalized.
So I just improve enough to keep it from being vacant,

The owner stated that he would have to pay 35 percent to 40 percent
annual cost ( by this tie owner meant interest plus amortization) in order
to secure a five-year loan.

"No bank would lend on this property," he said. "I would have to
go to a private source."

Since the owner's expenses are limited to taxes and trivial expenditures for
maintenance, there being no mortgage, the property probably generates a
small net cash flow.
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Standards

173

Sometimes the basic problem is one of standards. For example, the
interviewer's report for a parcel owned since 1943 by an unmarried Negro
woman now in her mid-sixties stated:

This is a run-down house in a run-down neighborhood. 'Vacancy' and
`For Sale' signs are common. In this house the doors were broken, the
windows were broken, the railings were loose, and the front hall clut-
tered with c:1d furniture. Mrs. 's apartment is dark, dirty,
cluttered and cold. She explained that the furnac.: was broken. We
talked in the kitchen which was warmed by the gas stove, but which
was also dark and dirty and cluttered with broken furniture. My im-
pression was that she was unaware of another mode of living. This was
reinforced by insistence that nothing needed to be done to the prop-
erty.

( NoteThe interviewer in this case was a middle-aged Negro who lived in
the same general area as this particular parcel. )

Abandonments

The path of very dilapidated parcels can frequently end in their virtual
abandonment. This is not a problem merely of white owners. For example,
Number 160, a substantial frame building, was purchased in 1960 by a Ne-
gro carpenter. It has been vacant for over six months. The owner lives in
one of Newark's better suburbs. Despite his craftsman's background, the
owner refused to make any repairs on the parcel. His reason is very simple
"The area is so run-down nobody wants to live there."

The Well-Kept Parcel

In the midst of parcels which are similar in description to those above, are
some which are, by any standards, very well-maintained indeed. The ever-
present garbage of the slums seems to disappear at their borders. Who owns
them? The patterns again are diffuse. Not infrequently they are owned by
resident landlords, who see their tenements as a pathway to wealth accu-
mulation and ultimately better living conditions.

For example, there is a Negro couple in their forties. Mr. X works at
the post office; his wife works at Western Electric as an assembler.
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The parcel which they presently occupy is tbelr second house. The
first was poorer than the present one. When this present parcel is paid
off, they hope to sell it and in turn move to get a better home. The
rentals make it possible for them to essentially carry the house on a
minimal out-of-pocket cost; and to this degree the tenement ownership
is a path to upward mobility.

A wide variety of cases could be presented here, without clarifying the
undeniable complexity of the basic question: Who owns the good versus
the bad parcel? Reports of rehabilitation efforts in other communities differ
as to the degree of cooperation that can be secured from the several land-
lord types. In Philadelphia, for example, considerable opposition was met
from the multi-parcel landlords, while comparative cooperation was
achieved with single-parcel owners and resident owners.'

Certainly the significance of ownership as a factor in maintenance is
clear-cut. Expenditures by resident owners for maintenance purposes are
larger than those for equivalent rental units.2 Resident owners, however,
not infrequently lack the means for rehabilitation efforts, and even with all
the goodwill in the world, occasionally possess truly blighted parcels.

Note that with the methodology used in research presented here, parcel
maintenance was determined in the course of the original field study. While
it represents a cursory investigation of the outward elements of landlord
repair: paint, steps, lighting, doorways; upon investigation exterior repair
has tended to correlate highly with the interior maintenance of the dwell-
ing units themselves. This part of the analysis was done without any knowl-
edge of who owned the parcels. The latter element of the analysis was done
completely independently.3 Exhibit 9-1 shows the results of this analysis by
area. Note that significant as is th-3 effect of neighborhood, even Area 1 is
far from bereft of well-maintained parcels, though it has the hie pro-
portion of poorly-maintained holdings.

In Exhibit 9-2 the same data is presented as a function of size of land-
lords' holdings. There are obvious and substantial differences in the results.
The large landlords, interestingly enough, are second, if by a very large
margin, only to the single parcel owners in the lowness of the proportion of
poorly kept homes which they own. On the other hand, they have the
lowest proportion of well-kept houses. As was commented earlier, because
of possessing their own repair facilities, they attempt to achieve at least a
reasonable degree of maintenance, while obviously not particularly inter-
ested in "over improving" a parcel. The poorest record is that of the
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six- to twelve-parcel owner. These owners rarely can afford more than one
universal handyman, while the scale of holdings minimizes personal efforts.
It is the single-parcel owner who, by a very wide margin, has the smallest
proportion of poorly-kept and the highest proportion of well-kept parcels.
The single-parcel owner's 9.5 percent figure for poorly-kept is less than half
that of all the other size categories of landlords, with the reverse approxi-
mately the case for well-kept parcels.

Is this variation in maintenance of parcel a result of residence or a
function of single parcel ownership? In order to answer this question, analy-
sis was undertaken of resident versus nonresident landlords, both in terms
of single-parcel ownership and in terms of multiple-parcel ownerships. The
results in Exhibits 9-3 and 9-4 'ndicate the great importance of residence
and preferably resident single-parcel ownership in securing good landlord
maintenance. Regardless of area, resident ownership is the keystone of good
maintenance. This factor will be returned to in Chapter 12.

Landlord Maintenance by Occupation of Owner

It is interesting to analyze the maintenance factor by occupation of owner
as shown in Exhibit 9-5. The largest group of poorly-maintained parcels
as a proportion of total parcels owned by occupational category is that of
the housecraft-oriented businessmen. In a sense, there is substantial incon-
gruity here. These are people who should have the skills with which to im-
prove parcels.

Interviews with two representatives of this category, one a plumber and
the other a roofer, give some insight into the reasons. In both cases, they
became familiar with the general area of slum tenements by doing repair
work on them. In both cases, the degree of equity in their parcels was
trivial. They had accumulated their parcels largely by being approached by
landlords who wanted to get out of the business and were willing to take
back purchase money mortgages. They both expressed the intent to "ulti-
mately" improve their parcels. Despite relative longevity of holding, there
is little evidence of this type of activity. Note that this disappointing record
is paralleled by the parcel maintenance of house-oriented craftsmen hold-
ers; again good intentions with little to show for them. Lawyers, who own
20 parcels in the sample, have similarly poor records. The "good" occu-
pational categories are those most closely associated with the occupational
categories of those people who live in the area.
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EXHIBIT 9-5
QUALITY OF PARCEL MAINTENANCE

BY OCCUPATION OF OWNER

QUALITY OF MAINTENANCE

OCCUPATION

POOR
REASON-

ABLE GOOD TOTALS

Num- Per-
ber cent

Num- Per-
ber cent

Num- Per-
ber cent

Num- 'Per-
ber cent

Housewife 2 11.8 10 58.8 5 29.4 17 100.0
Lawyer 6 30.0 13 65.0 1 5.0 20 100.0
Real estate broker 9 20.5 32 72.7 3 6.8 44 100.0
Real estate manager 5 13.5 27 73.0 5 13.5 37 100.0
House-oriented

craftsman 3 21.4 8 57.2 3 21.4 14 100.0
Craftsman, other 12 11.1 61 56.5 35 32.4 108 100.0
Other profession and

managerial 4 12.5 18 56.3 10 31.2 32 100.0
Retired 9 18.8 27 56.2 12 25.0 48 100.0
NA interviewer's

observation,
unskilled 3 25.0 6 50.0 3 25.0 12 100.0

Small businessman 7 22.6 19 61.3 5 16.1 31 100.0
Housecraft

businessman 8 42.1 10 52.6 1 5.3 19 100.0
Big businessman 1 25.0 3 75.0 MIN.111 4 100.0

Totals 69 17.9 234 60.6 83 21.5 386 100.0
No response ....... - ..... .- -. 6

The "Good" Maintainer -The Multi-Parcel Owner

One of the most important factors in good maintenance of a parcel is con-
trolling the type of tenancy. In the course of the research a number of
multi-parcel owners were interviewed; all of whom had parcels in excellent
condition. Without exception, these owners pointed to the key requirement
of good maintenance as requiring a strong rental policy. By this, they meant
personal interviewing of tenants and no overcrowding of apartment units.

It should be noted also that these owners typically had substantial
equities in their parcels. The owner who is highly leveraged, and faced
with the necessity of improving his parcel, frequently can only respond by
taking in the type of tenancy which he would not normally do. This is the
landlord who overcrowds his apartments and takes in families whose very
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size would bring down the standards of the building, or who are of a cali-
bre which would ultimately hurt the maintenance of the unit.

Code Enforcement

The power of American municipalities to strongly regulate housing condi-
tions is most substantial. The brief in Frank vs. Maryland, 359 U. S. 360,
(1959 ), states the basic foundation for the law perhaps as succinctly as can
de done.

A man's home may be his castle, but that castle no longer sits on a hill
surrounded by a moat. The modern castle is connected to a central
water system, a sewerage system, a garbage collection system, and
frequently houses on either side.4

Given this authority, the question may well be raised: "Why cannot adequate
housing standards be maintained simply by appropriate code enforcement?"
In substantial part, this is unquestionably a function of the sheer magnitude
of the job in most of our older cities. For example, the figures below reflect
the volume of activity of the New York Housing Court, 1961:5

Complaints Received 114,567
Complaints Acted Upon° 115,115
Inspection Made 448,928
Violations Filed 198,409
Violations Dismissed 222,586
Court Cases 21,787
Convictions 19,651
Fines Imposed 18,273
Amount of Fines $420,041

Action taken on the backlog of cases held over from the previous
,. 'x accounts for the seeming discrepancy in some of the numbers.

The time lags between complaints and appropriate enforcement of co-
ordinating the activities of inspectors and of maintaining the public inter-
ests, which is an indispensable part of enforcing a difficult program, are
made clear-cut in the same report. In describing the occasional success, one
authority used the following description:

. . . the effects of these efforts read like accounts of guerilla war-
fare. The enemy is never vanquished, but only pressed back. Eternal
vigilance is required, and in most places it is lacking. . . . the excite-

1
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ment that is generated around a handful of successful demonstration
projects is a significant indication of the level at which codes are en-
forced, or fail to be enforced generally.6

The areas in which code enforcement is most required are the hard-core
slums in the city. These are far from safe. In a study of code enforcement
for multiple dwellings in New York City, for example, the following de-
scription is given. Under normal conditions, a fully trained inspector works
alone, but in some areas in the city the Department has had to double up
on manpower as a protection to the men. There have been several cases of
"muggings" of inspectors, and in some buildings, heavily "tenanted" by nar-
cotics addicts, the risks of attack are so great that inspections are not made
after about two o'clock in the afternoon, the hour when the addicts begin to
be up and about. Doubling up, of course, decreases the number of inspec-
tions that can be made?

The fines which housing courts typically exact were described by one
municipal authority in Newark to the writer as "license fees for running
slums." Not infrequently, they are the trivial or relatively trivial costs of
doing a profitable business. The situation is further complicated by the fact
that many of the poor parcels are in the hands of poor owners. Enforcement
of the code may therefore, in essence, be confiscatory in those cases.8

The very codes themselves often are highly unrealistic. They may call
for a variety of improvements which add little to the basic safety or ameni-
ties of the tenantry of the buildings, and this in turn inhibits their full uti-
lization. And overshadowing this problem is the continual backsliding.
After a dramatic beginningthe typical picture of the municipal authority
looking at a rat hole in a tenement ceiling or floor, the cleanup drive which
follows and attracts much newspaper publicitythere is all too frequently a
relapse.

In Baltimore, for example, two years after the well-known Fight Blight
movement was instituted, the city was described as reverting to its former
conditions .° Philadelphia's Leadership Program in 1956-59 experienced the
same problem." Not infrequently, code enforcement, where successful, re-
sults in an upgrading of building standards and with it, an increase in rents.
This in turn may cause, inadvertently, the very thing whirl code enforce-
ment strives to do away with, the lessening of standards as tenants double
up to pay increased rents.11

The very standards of the code may be completely inadequate in terms
of the basic objective; improving the lifeways of the inhabitants of the build-
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ings under enforcement. Code compliance, per se, at least as most codes are
constructed presently, may be irrelevant to the latter.

For example, "A structure might be in a fallen-down condition, and
yet not contain any enforceable code violation. On the other hand, the
structure might be in excellent condition, while the dwelling units in it
exhibited certain code violations."12

The landlord's attitude toward code enforcement is, in substantial de-
gree, a compound of the condition of his parcel and his view of the market
realities. Exhibit 9-6 analyzes the response to the question: "How have
visits of building and health inspectors affected your property?" Less than
7 percent of the owners of only one parcel referred to these inspections as
a continual problemunreasonable. On the other hand, the larger owners
were much more strongly negative in *heir response. Of the twelve-plus
parcel owners, 30 percent responded along the lines of continual problem
unreasonable, the percentage actually increasing among those owners
owning six to twelve and three to six parcels. This is in part reflective of
the condition of parcels owned by these several ownership groups. Their
response which essentially said that the building inspected was above criti-
cism was influenced by the size of holdings.

The complaints by multiple-parcel owners about inspection were based
on beliefs that the code, as administered, might impose improvements above
the capacity of the market to pay for them, as well as some fear of in-
equitable application of the code.

Although favoritism was not an item in the interview schedule, 8.3 per-
cent of the owners of twelve or more parcels brought it up (the number of
such responses from small owners was insignificant). It was, of course, be-
yond the scope of this study to determine the extent to which such fears of
inequitable enforcement were founded on actual experience. But one can-
not ignore these owners' impression, well-founded or not, that some in-
spectors are not enforcing the law uniformly.

One owner who complained of favoritism said that he was in a sense
doubly penalized. Not only did he have to maintain his parcels properly
while his neighbors did not, but their actions tended to depreciate the
value of the entire neighborhood, thus affecting his own property adversely.

There is no reason to believe that the housing inspectors of Newark are
any less conscientious than those in other cities. The rates of pay, running
essentially between $5,000 and $6,000 per year, the scale of the task, and
the political realities of Newark as in any other large city, all make the job
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most difficult. As long as the market realities make it cheaper to evade code
regulations, either by accepting fines or by other means, it is doubtful
whether anything less than heroic efforts would suffice to make code en-
forcement in itself a truly dynamic factor in improving housing conditions
in Newark. At present, it is the author's opinion that it serves very effec-
tively at least as a stabilizing factor in housing conditions."

Code enforcement, as has been noted in an earlier chapter, has all too
often been associated with increases in rents, and as such, it has often been
attacked by the people whom it is supposed to benefit. Tenants faced with
a shortage of apartments at a low rental have had very little choice except
to double up. Thus code enforcement has frequently brought about the
very results which it is intended to do away with. Given the typical highly
leveraged forms of financing, the demand for high cash flow payments,
hastily conceived fix-up campaigns, with a stiff sode enforcement behind
them, are most frequently met by either evasion or at the cost of rent
boosts with a corollary frequently of more tenants per unit.

Is there some possibility that at even higher vacancy rates than now
exist, landlords will be forced either to improve the quality of the accommo-
dations that they offer, lower their rents, or close up their buildings? Could
the very weakness of the market help to improve standards? As of the
moment, present landlord attitudes must yield a negative answer to both
these questions. The uncertainties of the market, as well as tax and mort-
gage difficulties, certainly provide little help. Rigorous code enforcement,
in and of itself, currently is essentialbut limited in its effectiveness. The
problems of ownership are too complex to yield to any single treatment.

There are obvious differences in the types of stimuli, and in the types of
problems which these several categories of landlords respond to and are af-
fected by. In the next two chapters is presented an analysis of two of the
most significant of these: the problem of financing and the problem of tax-
ation.
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Chapter 10

FINANCING
REHABILITATION

IN Nash's study of residential rehabilitation a half-dozen years ago, financ-
ing was pointed out as the major inhibitor of rehabilitation efforts.'

If rehabilitation is going to alter the urban scene, it must be made an
economically attractive business. To accomplish this, it must have ac-
cess to credit on terms that are competitive with new construction. It
is plain from this survey that this is not the case. The problem is essen-
tially one of how to alter the investment situation so that rehabilitation
can bid for funds on equal footing with new house builders.

This chapter will briefly survey rehabilitation financing; the emphasis
will initially be on the governmental scene and the numerous programs that
have been adopted to aid in the problem. From this analysis attention
will be turned to the resources that the slum landlord currently has avail-
able to him for "repair money." The last section of the chapter focuses on
the basic will to improve tenement parcels and the actual desire of land-
lords to invest funds regardless of their availability. Given the availability
of funds, will the landlord improve?

Government Dominance in Real Estate Financing

The Government's role, both as a direct financing agency and perhaps even
more importantly as a pacesetter for private realty financing, is indisputa-
ble. This function has largely centered around the acquisition of parcels
rather than the financing of their repairs and rehabilitation. The reason for
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186 THE TENEMENT LANDLORD

this difference is understandable. The original initiative in the Government
realty financing was to serve as an initiator of new construction. This wto
defended as being part of the Government's accepted role in spurring on the
economy. The precedence of New Deal legislation to encourage house con-

struction in the years of the Depression was quickly pursued in postwar
legislation to help cure the housing shortage and also take up the slack
caused by the cessation of wartime production.

Though neither of these basic drives has disappeared, they have been
joined by the desire for improving the existing supply of housing facilities.
Although potential exceptions are possibly in the making, government re-
habilitation financing has essentially relied on guarantees of privately initi-
ated loans for the purposes of home improvement; essentially the same
mechanism and the same channels which have proven to be so effective in
new dwelling unit construction. Rehabilitation lending, unfortunately, has
proven far more complex. The one-of-a-kind nature of home improvements,
the relatively small scale of the individual loans required their lack of
capacity to withstand the high cost of investigation and the question of the
standards which are to be applied in both granting and administering loans,
have all proven most difficult to overcome.

Legislative fear of "give away" programs has certainly played a role in
limiting the tyres of return that financial institutions can typically secure
for rehabilitation loans. The sheer multiplicity of programs in this area is
perhaps a sufficient commentary on the effectiveness of any one of them. As
one critic pointed out in 1960:

To invoke Title I, the borrower's personal credit standing and income
must constitute him an 'acceptable credit risk.' For numbers 203,
207, his proposed borrowing must be 'economically sound;' for 220
there must be 'a workable program.' Somewhere in the interstices lies
a grey area. . . 2

The time exigencies of rehabilitation financing are not infrequently
much more urgent than that of financing new housing

An owner seeking rehabilitation financing on an existing structure is
confronted with urgencies in time far different than the developer of
vacant suburban land. He's confronted with a structure in being, with
current and accruing charges for operation, for heating, for light and
taxes. . . . delays in FHA processing, acceptable to an owner of vacant
land, are catastrophic to an owner of improved property. Complaints
over the country indicate inability on the part of FHA district offices to

,-,



FINANCING REHABILITATION 187

process loan applications without months of delay. . . . Banks and sav-
ings and loans associations are able to decide loan applications in no
more than a week to ten days. The FHA district office takes four
months or longer.8

Certainly the past record of efforts to secure appropriate rehabilitation
financing through FHA sources has been far from satisfactory. In Detroit,
for example, in the Mack-Concord Pilot Conservation Area, the use of Sec-
tion 220 was attempted. After much effort only eleven final commitments
were made out of thirty-seven applications. The Detroit City Planning
Group claimed that the FHA was too strict in refusing to approve applica-
tions.

FHA appraisal standards were maintained at the regular high level,
rather than being modified in terms of the success of the conservation
project. . . . Appraisers find it difficult to apply standards in conserva-
tion areas which are radically different from those that they habitually
use in better neighborhoods.4

The Urban Renewal Administration has been cognizant of the weak-
nesses in rehabilitation financing, and certainly it can be expected that some
of the newer legislation, particularly Section 221 with all of its various codi-
cils, and the additional programs under consideration at this writing, may
well change the situation. There are obvious problems, however, in the very
nature of rehabilitation itself.5 The rewards to the lending administrator
upon making a rehabilitation loan are uncertain; the penalLies if that loan
turns out to be unsuccessfuland rehabilitation loans are high-risk difficult
onesare comparatively clear-cut °

A number of state programs have been initiated to fill the gap. Most of
these, however, though providing very low interest rates and long-term
amortization, do so at the cost, from the landlords' point of view, of impos-
ing rent ceilings. While they may bear some fruit, as of the moment they
are still in the pilot stage of operation.

It is interesting, in the light of the enormous amount of government
enabling legislation in the financing of rehabilitation, to analyze the re-
sponse of landlords to the question, 'Do you know of any financial programs
sponsored by the Government for older properties?" As shown in Exhibit
10-1, the bulk of the respondents did not know of any government program
of this nature. Of the three hundred eighty-seven responses, two hundred
seventeen were negative. Eleven out of the one hundred seventy who an-
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swered positively, said that there were government programs, but "not for
this area." The majority of the positive answers simply indicated knowledge
of the FHA in general. Only seventeen out of three hundred eighty-seven
parcels were in the possession of owners who referred specifically to any of
the 200 Series FHA legislation. As Exhibit 10-2 indicates, the degree
of knowledge was directly proportional to the size of the holdings.
Small owners, frequently those with the least access to private financing,
are least aware of potential government aid. This ignorance is all the more
remarkable when one considers the present cost of capital and sources of re-
pair money which are used for improving slum tenements.

Sources and Costs of Capital for Rehabilitation

In earlier sections of this work, actual landlord experience in securing
mortgage funds for the purchase of slum tenements has been discussed.
The cost of this debt is obviously higher than that of the equivalent for
other forms of residential realty.

In appraising the financing of rehabilitation, the landlord's belief in what
repair money will cost and the length of time for which he can secure it, is
perhaps even more important than the reality of cost and the repayment
schedule. The former acts as an immobilizer, conceivably of landlord intent
to improve; the latter presumes a degree of knowledge which can be built
into the landlord's profit equation.

In Exhibit 10-3 are presented landlords' responses by area to the ques-
tion, "What would you have to pay for improvement money?" Note that this
does not necessarily mean that the landlords could secure money at these
rates; this is rather a projection of the world as they see it. The sample is
representative of the parcel ownership of three hundred ninety-two slum
tenements. Of these, one hundred ten are in the possession of people who
don't know what improvement money would cost. While this may be
"playing it safe," it undoubtedly reflects a basic ignorance in this area, an
ignorance that is perhaps a blend of a lack of interest, and a lack of a hard
selling effort by governmental authorities interested in rehabilitation fi-
nancing.

In general, the "live" answers reflect an unrealistically low cost of im-
provement money. In every area more than two-thirds of the parcels are in
the hands of people who believe, or at least verbalize a belief, that they will
be able to secure improvement money for 7 percent or less. Area 1, as
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would be anticipated, has the highest proportion of "costing over 10 per-
cent" response.

In Exhibit 10-4, the same basic data is reviewed by size of landlord's
holdings. Note that it is the large landlords, rather than the small ones, who
have the highest and most realistic impression of what improvement
money would cost. The "won't borrow" response will be returned to later in
this chapter, but note that it is concentrated in the single-parcel owners. The
basic ignorance of what improvement money would cost is also centered in
small holder. Out of the one hundred sixty-nine single-parcel owner re-
sponses, seventy indicated that they did not know what improvement
money would cost; this is a far higher proportion than that for any other
landlord group.

Length of Financing

Perhaps even more significant than the cost of debt financing is the length
of time over which repayment must be made. In Exhibit 10-5 is presented
the landlords' impressions of how long a period of time for which they could
secure improvement money. The analysis by area is most provocative. As
would be guessed, in Area 1 there is the least sanguine of responses; more
than two-thirds of the responses indicate that loans would be made for
under five years. The differences between Areas 2A and 2B, and 3A and 3B,
respectively, in this regard are most interesting. They, perhaps, reflect the
difference in lending attitude between largely Negro areas and substantially
white areas. Less than 10 percent of the parcel owners in Area 1 responded
with the belief that they could secure improvement money for ten or more
years. In 2A, the equivalent proportion, based on a small sample, was 5.2
percent; in 3A, 21 percent. The equivalent figures for 2B and 3B are
29.5 percent and 34.7 percent respectively. In Exhibit 10-6 the responses
to the question of longevity of loan are analyzed by the size of landlord's
holdings. Once again, it is the large landlords who are least optimistic
about the length of improvement loans that they can secure.

It is reasonably safe to assume that this lack of optimism is a re-
flection of the facts of borrowing, rather than a defensive maneuver on the
part of major landlords to excuse lack of rehabilitation. Both in interviews at
the local FHA office, as well as with the major lending institutions in the
area, the impression secured by the author was that the only significant
source of rehabilitation money was that of Title I, with its effective interest



W
H

A
T

 W
O

U
L

D
Y
o
u

H
A

V
E

 T
O

 P
A

Y
 F

O
R

 I
M

PR
O

V
E

M
E

N
T

M
O

N
E

Y
?

E
X

H
IB

IT
 1

0-
4

Si
ze

 o
f 

H
ol

di
ng

s

N
A

/D
K

O
th

er
O

ve
r 

12
7-

12
4-

6
2-

3
1

T
ot

al

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

5%
 o

r 
un

de
r

5%
 u

p 
to

 6
%

2
50

.0
3

5.
3

3
10

.4
6

17
.6

3 10
5.

5
18

.2
1 15

1.
1

16
.9

4
1.

6
39

16
.0

6%
 u

p 
to

 7
%

1
25

.0
38

66
.7

17
58

.6
17

50
.0

30
54

.4
50

56
.2

15
3

63
.0

7%
 u

p 
to

 1
0%

4
7.

0
3

10
.4

4
11

.8
4

7.
3

5
5.

6
20

8.
2

O
ve

r 
10

%
W

on
't 

bo
rr

ow
1

25
.0

9 3
15

.7
5 1

17
.2

5 2
14

.7
5 3

9.
1

2 16
2.

2
27

11
.2

25

N
A

1
3

10
14

D
on

't 
kn

ow
3

2
9

26
70

11
0

Su
b-

N
4

61
31

43
84

16
9

39
2

L
iv

e 
sa

m
pl

e
4

0
57

29
34

55
89

24
3

;
,



±
",

 I
'M

:M
.4

,f
,,

-7
z

E
X

H
IB

IT
 1

0-
5

W
H

A
T

 W
O

U
L

D
 Y

ou
 H

A
V

E
 T

O
 P

A
Y

 F
O

R
 I

M
PR

O
V

E
M

E
N

T
 M

O
N

E
Y

? 
(L

E
N

G
T

H
 O

F 
L

O
A

N
)

A
R

E
A

 1
A

R
E

A
 2

A
A

R
E

A
 2

B
A

R
E

A
 3

A
A

R
E

A
 3

B
T

O
T

A
L

N
um

-
be

r
Pe

r-
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

N
um

-
be

r
Pe

r-
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

N
um

-
be

r
Pe

r-
ce

nt
N

um
-

be
r

Pe
r-

ce
nt

U
nd

er
 3

 y
ea

rs
7

9.
7

2
5.

1
2

11
.8

1
2.

6
3

13
.0

15
7.

9
3 

up
to

 5
41

56
.9

20
51

.3
6

35
.3

20
52

.6
6

26
.1

93
49

.2
5 

up
 to

 1
0

11
15

.3
8

20
.5

1
5.

9
3

7.
9

2
8.

7
25

13
.2

10
 y

ea
rs

3
4.

2
1

2.
6

2
11

.8
3

7.
9

2
8.

7
11

5.
8

10
 u

p 
to

 1
5

2
2.

8
2

11
.8

4
10

.5
1

4.
3

9
4.

8
M

or
e

1
1.

4
1

2.
6

1
5.

9
1

2.
6

5
21

.7
9

4.
8

T
ot

al
 (

liv
e 

sa
m

pl
e)

65
10

0.
0

32
10

0.
0

14
10

6.
0

32
10

0.
0

19
10

0.
0

16
2

10
0.

0
N

A
12

16
7

18
10

63
D

on
't 

kn
ow

44
36

13
29

18
14

0
W

on
't 

bo
rr

ow
7

7
_-

3
-

6
__

4
.-

-
27

.-
-



s
w
-

-1
*

E
X

H
IB

IT
 1

0-
6

W
H

A
T

 W
O

U
L

D
 Y

ou
 H

A
V

E
 T

O
 P

A
Y

 F
O

R
 I

M
PR

O
V

E
M

E
N

T
 M

O
N

E
Y

?
(L

E
N

G
T

H
 O

F 
L

O
A

N
)

Si
ze

 o
f 

H
ol

di
ng

s

N
A

 /D
K

O
th

er
O

ve
r 

12
7-

12
4-

6
2-

3
1

T
ot

al

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

N
um

- 
Pe

r-
be

r
ce

nt
N

um
- 

Pe
r-

be
r

ce
nt

U
nd

er
 3

 y
ea

rs
-

-
5

10
.6

1
5.

0
1

3.
3

1
2.

8
7

13
.2

15
7.

9
3 

up
to

5
1

33
.3

-
-

34
72

.4
6

30
.0

19
63

.3
19

52
.8

14
26

.4
93

49
.2

5 
up

 to
 1

0
1

33
.3

-
-

1
2.

1
5

25
.0

5
16

.7
6

16
.7

7
13

.2
25

13
.2

10
 y

ea
rs

-
-

41
=

M
E

N
,

1
2.

1
4

20
.0

-
-

3
8.

3
3

5.
7

11
5.

8
10

 u
p 

to
 1

5
1

33
.3

-
-

1
2.

1
-

-
2

6.
7

3
8.

3
2

3.
8

9
4.

8
M

or
e

_.
-

2
4.

3
2

10
.0

1
3.

3
--

--
4

7.
5

9
4.

8
W

on
't 

bo
rr

ow
-

-
3

6.
4

2
10

.0
2

6.
7

4
11

.1
16

30
.2

27
14

.3
N

A
-

am
*.

-
-

11
...

'
7

-
2

-
14

-
29

-
63

-
D

on
't 

kn
ow

1
-

-
-

3
-

4
-

11
-

34
-

87
-

14
0

-
Su

b-
N

4
1

61
31

43
84

16
9

39
2

L
iv

e 
sa

m
pl

e
3

0
47

20
30

36
53

18
9

2-
}7

21



196 THE TENEMENT LANDLORD

rates of 10 percent and effective maximum terms of five years. The only
reasonably long-term, low-cost form of rehabilitation financing presently in
use is that provided by rolling over mortgages for higher values, and thus
securing the wherewithal to make improvements. As will be indicated in
Chapter 12, however, this attitude is a reflection of the past with a host of
legislation enabling considerable change.

The response to the question of "What source would you turn to if you
needed money to make improvements on your property?" is shown in Ex-
hibit 10-7. (The same data by size of holdings is shown in Exhibit 10-8.) As
can be seen in this Exhibit, the finance company appears significant only in
Area 1. The biggest single response centers around the use of banks, with
personal resources representing 13.6 percent of the response. Note that the
number of specific answers to this question was much higher than that of its
two predecessors. A landlord may not have researched the question of bor-
rowing terms, but his first port-of-call typically is his bank. Given the nega-
tive attitude of banks reflected in their lack of involvement in first mort-
gages in the hard-core areas, as indicated in Chapter 5, it is difficult to see
them being particularly positive in approving of rehabilitation plans in
those same areas. To the degree that the bank is a consulting agency for
the small landlord as well as the first port-of-call for borrowing, the depend-
ence shown in these Exhibits may well be a serious inhibitor of thinking on
rehabilitation by the landlord, as well as the actual securing of financing.

The Landlord's Will to Improve if Given Mortgage Help

Is a weak mortgage market for purposes of rehabilitation the keystone of the
problem of slum maintenance? Would landlords improve their tenement
parcels if given adequate mortgaging? In order to research this area the
following question was asked: "Would you improve this property if given a
long-term mortgage?" The answers received are presented by area in Ex-
hibit 10-9. [Note that questions of "would you, if?" variety tend to evoke
more substantial positive responses than is actually the case, if by doing so
they present the person being interviewed in a positive posture; it costs the
respondent nothing to give the socially acceptable answer. Despite this
built-in skew, the responses are substantially negative.] Only 19.5 percent of
the total respondents indicated that they would improve, given long-term
mortgaging with no restrictions; 3.8 percent indicated that they wanted tax
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aid in addition. A small fraction of a percent indicated that they would im-
prove only if increased revenue equaled costs.

In essence, more than three-quarters of the respondents indicated that
they would not improve given long-term mortgages. The reasons for this are
numerous. In general, however, the bulk of the negatives revolved around
the fact of the parcel and/or the area not being worthy of investment. It is
most particularly true in Area 1, where some 33.7 percent of the total re-
sponse fell into the several subsets of this category. In Areas 2B and 3B, the
"don't want to go into debt response" was dominant, representing twice the
fraction that the same response received in other areas.

In Exhibit 10-10 responses are analyzed by size of landlord's holdings. It
is the single-parcel owners who are most loathe to get involved in mortgage
debt, while multiple-parcel owners are much more positive in their response
to the question; it is the former who have the least faith in the value of their
holdings, and/or the neighborhoods in which these holdings are located, as
a worthwhile investment for additional funds.

The fear of going into debt is very strongly held by smaller landlords.
"I am an old man end can't get money easy, and I don't want to leave my
family with a lot of debts," was one typical response. The attitude of a
middle-aged Negro roofer exemplified the feeling, which was voiced with
numerous variations among small owners, both Negro and white"There
ain't nothing we want to do big enough to borrow money for, but if there
was, we'd think hard before we went into debt."

In response to an earlier question regarding the ranking of landlord
problems (these will be analyzed in the next chapter ), owners of
single tenements frequently would indicate that mortgaging costs and mort-
gaging length ( two of the areas which were to be rated) were not signifi-
cant because "they had paid off their house." Implicit in this statement is
that the goal of repayment was so hard fought that the single-parcel
owner refuses to go back into debt under any circumstances. There is con-
siderable question whether even those owners who said "yes, without re-
striction" to the possibilities of improving parcels if given long-term mort-
gages, would actually do so. For example, Number 85, an owner of eight
tenements in Area 1, gave a positive answer to the question, but on the other
hand, indicated that Area 1 was so bad that "I improve just to keep the
parcel rentable, and to keep it from being vandalized when vacant." Given
this statement, it is difficult to believe very substantial rehabilitation invest-
ment, even with long-term cheap funds, would be made.

, 1.111.1V.r
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The material presented above should not be thought of as minimizing
the importance of providing adequate financing for tenement rehabilita-
tion. It does indicate, however, that the entrepreneurial will to improve is
far from vigorous. Obviously, it will require more than mortgage help alone
to overcome the inertia indicated by the responses. Could a change in tax
policy make a major contribution toward this end? In the next chapter, the
potential of this policy will be analyzed.
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of capital into rehabilitation. Here, too, the attitude seems to be changing. ( For ex-
ample, see Philip N. Brownstein, Commissioner, Federal housing Administration Let-
ter #38, dated Nov. 8,1965.)
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Chapter 11

TAXES AND SLUMS

THE connection of municipal tax policy with the growth and perpetuation
of slums has been a favorite thesis of many observers. For example, an
editorial in a Newark newspaper stated;

The property that requires the least service, the well-maintained resi-
dential property with modern facilities, is assessed the highest tax bill.
The worst property of the slums that are a drain on the police, fire,
and health resources of the city, is encouraged with the lowest tax
bills. The slums, in effect, are subsidized by the tax system, and the
decent housing properties penalized. As long as the tax system helps to
make slums big money earners for their owners and, by contrast, se-
verely limits the profits to be made on good housing, the government
does much more to spread slums than any housing court can do to
combat them. . . . The present tax system . . . tends to make more
slums.1

The basic idea voiced here, that poorly-maintained parcels are relatively
underassessed at the cost of overburdening well-maintained parcels, has
been much elaborated on by observers. Not infrequently the thesis is ad-
vanced that the landlord in fear of taxation tends to under-maintain at least
the outward appearances of his parcel. The erse of this, that the land-
lord would maintain his parcel in a more appropriate fashion if there were
no fear of taxes, is at least implicit in these comments. With the very high
tax rates that prevail in Newark ( see Chapter 2), the city provides an ex-
cellent laboratory within which to study the phenomenon of tax impact.

There are several questions which must be answered on this subject:
How significant are taxes on the slums? What is the actual tax impact? Is

203



204 THE TENEMENT LANDLORD

there a significant difference in the taxation levied upon well-maintained ver-
sus poorly-maintained parcels? On slums versus nonslum property? And
most important of allWhat is the landlord's response to tax impact? The
chapter will close with an evaluation of the potential of tax abatements and
reductions.

Actual Tax Assessments and Their Implications

Exhibit 11-1 contains data on assessments per square foot for combined land
and improvements for the tenements within the study areas. As is evident,
there is little variation of assessment per square foot by area. For the sample
total of five hundred sixty-two parcels for which adequate data was avail-
able ( several parcels were dropped because of the difficulties of estimating
the total footage of their irregular lots ), the median figure is $4.43 per
square foot. There is little variation in the interquartile range, running as it
does between roughly $3.50 and $5.50. In a separate calculation, not re-
produced here, the same analysis was made eliminating parcels housing
commercial facilities. The data gave nearly the same results.

From the municipality's point of view it should be remembered that a
substantial proportion of each developed acre of land must be given over to
nontaxable productive uses such as roads, sidewalks, and so on. Out of a
typical acre, no more than thirty thousand to thirty-five thousand square feet
represent improved parcels. It is clear, therefore, that the yield of a hypo-
thetical gross acre of multi-family tenements to the city is little more than
$150,000 in real estate assessment.

While assessment/sales ratios will be observed in inore detail later in
this chapter, it should be noted that the market value of the parcels in the

EXHIBIT 11 -i
TOTAL ASSESSMENT PER SQUARE FOOT
LAND PLUS TENEMENT IMPROVEMENTS

TOTAL
TOPIC AREA 1 AREA 2A AREA 2B AREA 3A AREA 3B SAMPLE

Live sample 185 128 53 113 83 562
Median $4.71 $4.33 $4.31 $4.42 $4.38 $4.43
Interquartile

Range $3.38-5.87 $3.26-5.49 $3.32-5.32 $3.56-5.15 $3.69-4.98 $3.41-5.52
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hypothetical acre would probably be a little more than 110 percent of their
assessments. Prime industrial land in the suburbs outside of Newark cur-
rently sells for roughly $50,000 an acre. The gap, therefore, between the cur-
rent market for acreage in the slum areas of Newark and competitive in-
dustrial tracts outside the city averages approximately $115,000 per acre.
While this figure is relatively modest for small tracts of land to be written
down under Urban Renewal for improvement, if it is considered that the
five groups of census tracts that make up the area under consideration
amount to somewhere on the order of three thousand to four thousand

acres, the cost of land acquisition and write-down becomes all too evident.

In sum, market prices for spot clearance are not inordinate. For total
clearance, however, the property cost alone, regardless of all the other costs,
both financial and human, that would be involved, is more than a little
overwhelming.

From the municipal cost/revenue point of view, the problem of the city
becomes clear. A six-family tenement will usually, depending on its ameni-
ties, be assessed at from $12,000$18,000. Given the age distributions and
size of slum families, the building may easily house more than thirty people,
including a dozen school children. The needs of these people must be met
by the city on approximately $500 per capita of ratables.

Given the limited commercial/industrial growth which characterizes the
typical older United States city, the strain on tax rates, and municipal serv-
ice quality, is all too clear.

In this connection it is interesting to note the data presented in Exhibit
11-2. In this Exhibit is summarized land assessments per square foot

EXHIBIT 11-2
TENEMENT IMPROVED LAND ASSESSMENT PER SQUARE FOOT

TOPIC AREA 1 AREA 2 AREA 3

Live sample 186 179 197

Median $.72 $.72 $.67

Interquartile Range $.60-1.03 $.64.99 $.60.86

within the three major subsets of the study area. ( There is very little differ-
ence between A and B in Areas 2 and 3.) As can be seen from the Exhibit,
there is a broad range of land assessment. The interquartile ranges, however,
are relatively tight, and they indicate that these areas, most of which are
within a mile of the city's central business district, are assessed at approxi-
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mately $30,000 per acre in terms of privately-owned multiple-tenancy land
sites. In sum, land values, as represented by assessments within the slum
belt surrounding the city's core, are on a par with areas zoned for industry
in the suburbs and not very much higher than equivalent suburban acreage
zoned for garden apartments.

That this is not a function of underassessment of land at the cost of
overassessment of improvements is indicated by the ratio between median
land assessment to total assessment. The relationship of roughly 15 per-
cent does not seem to this writer at all out of line with usual experience.

EXHIBIT 11-3
1964 ASSESSMENT AS A PERCENTAGE OF SALES PRICE*

CITY RANGE MEDIAN INTERQUARTILE RANGE

Newark 39.3-387.2 87.7 74.9-110.6

* Assessment
Sales price

_percent

Source: New jersey Bureau of Local Taxation, unpublished material.

In Exhibit 11-3, data from the New Jersey Bureau of Local Taxation,
based upon its study of two hundred fifty-one parcels with four or more
dwelling units which were sold in 1964, is presented. There is obviously a
very broad range of assessment to sales ratios. The median figure of 87.7
percent, however, is in line with that of equivalent ratios for slum tene-
ments?

To the degree that assessment policy should be based upon market
values, and this is an injunction which is most specific in the New Jersey
State Constitution as well as that in the laws of most other taxing authori-
ties, the assessment to sales experience relationship is in reasonable order.

Tax Assessments of Well-Kept Parcels vs. Poorly-Kept Parcels

Within the same type of housing, i.e. essentially slum tenements, is there a
difference in assessment/sales ratios between those parcels which are well-
kept and those parcels which are poorly-kept?

Exhibits 11-4,11-5, and 11-6 attempt to come to grips with this provoca-
tive question. Exhibit 11-4 indicates assessment-as-of-1964 to sales-as-of-the-
year-consummated ratios for all the five hundred sixty-six parcels in the
sample.



TAXES AND SLUMS

EXHIBIT 11-4
ASSESSMENT TO SALES RATIO

207

1 2 3 4 5
A/S A/S A/S

Year Median Median A/S (Well-kept) Median A/S (Poorly-kept)
Entire (Well- (Poorly

Sample) kept) A/S (Entire Sample) kept) A/S (Entire Sample)

1939 - 3.480 - - -
1940 2.320 - 411111110 .1.1111= 111

1941 1.493 2.197 1.471 - -
1942 2.166 2.228 1.029 1.994 .921

1943 2.072 - - 2.050 .989

1944 2.019 1.872 .927 1.383 .685

194'i

1946

2.929

1.942

2.250

1.506

.768

.775

-
1.733

-
.892

1947 1.580 1.573 .996 1.455 .921

1948 1.333 1.115 .836 1.413 1.060

1949 1.925 1.171 .608 - -
1950 1.119 1.053 .941 .541 .483

1951 1.149 1.107 .963 1.065 .927

1952 1.239 .943 .761 1.540 1.243

1953 .880 .848 .964 .914 1.039

1954 1.091 .993 .910 .681 .624

1955 1.200 .851 .709 1.040 .867

1956 1.285 1.625 1.265 - -
1957 1.026 .830 .809 1.275 1.243

1958 1.068 - - 1.185 1.110

1959 1.028 .986 .959 .978 .951

1960 .789 1.344 1.703 .997 1.263

1961 .845 .771 .912 .716 .847

1962 .800 .738 .923 .744 .930

1963 .954 .651 .682 1.019 1.068

1964 .929 .684 .736 .463 .498

AVERAGE .966 .975

The median ratio was chosen for each of the several years presented in
order to avoid the skew factor which might be generated by occasional ex-
treme ratios.

By focusing on column 1 in Exhibit 11-4 which presents the data for
the entire sample year, it can be seen that the prices of slum tenements as
measured by current assessments have risen sharply since 1940. As indicated
in an earlier chapter, however, there seems to be some evidence that this
price rise has come to an end, and in the last two years has been reversed.
Columns 2 and 4 present the equivalent data for the well-kept parcels and
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EXHIBIT 11-6
A/S RATIO OF WELL-KEPT PARCELS AS A PERCENTAGE

OF THE A/S RATIO OF POORLY-KEPT PARCELS
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the poorly-kept parcels, respectively, in the sample. (For the definition of
these terms and the approach used to segregate these categories, see Ap-
pendix I on Methodology.)

In order to remove the price inflation factor from the data, the median
figure for the entire sample for each of the several years has been used as a
deflator of columns 2 and 4. Columns 3 and 5, therefore, are corrected for
price changes as a function of time. In theory, if there were no difference
between the assessment/sales ratio of a well-kept parcel as against the as-
sessment/sales ratio of the general run of parcels and, in addition, there was

. ".
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no noise factor due to smallness of sample and atypical sales or assessments,
column 3, for example, should be close to 1.0 for each of the several years,
and the equivalent would be the case for column 5. Unfortunately, the
disparate facts of the world being as they are, there obviously is a significant
year-to-year variation. When summarized, however, as it is at the bottom of
columns 3 and 5, it can be seen that the average figure, that is the average
of the relationships indicated in the columns respectively, is practically
identical. To the degree that the assessment/sales ratios have been effec-
tively measured, by this means well-kept parcels and poorly-kept parcels
show very little difference in assessment/sales ratios.

It should be noted that this type of analysis is presented with a con-
siderable measure of diffidence. Its basic presumption, that there is little in
the way of major capital improvements in the parcels under consideration
over the years which might effect their assessments as against those im-
provements of maintenance which at least in theory should not increase
assessment, is an extremely hazardous one. The noise factor attendant to
the analysis of any one year, as a function of the relatively small sample in
that one year, certainly is evident. As can be seen, however, if the data with
its admitted limitations is accepted, there seems to be little variation in as-
sessment/sales ratios.

Taxes as a Percentage of Gross Income

Care must be taken, however, not to equate the equivalence of assessment/
sales ratios with that of operating costs. The mere fact that well-maintained
and poorly-maintained parcels typically are assessed at ratios which are in
line with their sale prices does not mean that taxes will be equally as large
in the landlord's operating statement for disparately-maintained parcels. It
can be shown that the policy of assessing upon sales value practically guar-
antees that this will not be the case.

The variation is a function in the multiplier which is extended to well-
maintained versus poorly-maintained parcels. The landlord who buys the
latter knows that he is in danger of punitive action by city authorities;
which is accompanied by a considerable potential for additional capital in-
vestment. The multiple of gross income which he will extend for going into
this comparatively risky situation is low. A well-maintained parcel, on the
other hand, tends to command a broader market. It presents fewer "prob-
lems" and for that reason tends to sell for a somewhat higher multiple. (This
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generalization has been checked out and agreed upon by all of the real
estate investors with whom we have spoken in the course of this study.)
Taxes, therefore, as a percentage of gross income will always be higher for
the well-maintained parcel than for its poorly maintained equivalent

Simplified Case Study

Well-maintained
Parcel

Poorly-maintained
Parcel

Annual Gross Rent $10,000 $10,000

Multiplier x4 x3

Sale Price $40,000 $30,000

Tax @6% x.06 X.06

Annual Tax Bill $ 2,400 $ 1,800

Full market value taxation, therefore, tends to impose a higher tax rate
as a percentage of gross income on well-maintained parcels versus poorly-
maintained ones. This should not, however, be equated with the statement
that poorly-maintained parcels produce a greater net profit than their well-
maintained equivalent. Taxes are merely one among a variety of factors
which influence net profit and investment policy. Such elements, noted in
earlier chapters, as vacancy rates, type of financing, landlord characteristics,
and a whole host of other factors, are most influential here. Nevertheless,
the disproportion of taxes is clear.

Perhaps even more important than the actualities of taxes, however, are
the landlords' vision of their impact. The data indicates that taxes are being
levied on well-maintained and poorly-maintained parcels in accordance
with the State Constitution's injunction on sales value. But what is the land-
lords' view?

The Landlords' View of Taxes

There is little evidence to indicate that tax assessments in terms of sale
value of parcel are unfair in terms of resale value, but most landlords are
not selling their parcels, at least not immediately. Even if they were aware,
which as will be shown is not the case, that ultimately upon resale they
would get their investment in improvements back, this still might not re-
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lieve the potential inhibition of fear of immediate income loss because of
tax reassessment based upon improvement. Is this a significant factor?

In order to answer this question, a number of approaches were tried.
The first of these involved asking the landlord the following question:
"There are many problems in maintaining and improving properties. In the
case of [address] how would you rate the following categories in order of
importance to you?" At the same time, the landlord who was being inter-
viewed was shown a card on which the following factors were listed:

1. Tenants
2. Mortgaging cost
3. Mortgaging length
4. Tax level
5. Tax reassessment
6. Builder requirements

In addition, the interviewer was instructed to record any other fac-
tors which the landlord might mention.

Exhibit 11-7 presents the results of this question tabulated by the size of
landlord holding. For the purposes of this Exhibit, in order to secure com-
parability, an inverse rank weighting was used; the factor cited as most im-
portant was given a weight of six, the second most important was given a
weight of five, and so on down to the sixth factor which was given a weight
of one. The sum of the weights was then divided by the total number of re-
spondents.

As can be seen, there is a substantial difference between the several ele-
ments and also between the responses as a function of size of landlord hold-
ing. The larger the size of holding the more the landlord views the tenantry
as his number one problem in maintenance and improvement. On the other
hand, the small holder gives the least weight to tenantry problems. In the
last chapter focus will be placed on the importance of this fact.

An inverse relationship exists as far as tax levels are concerned. While of
great importance to all groups, their greatest impact is upon small holders
and, conversely, are least important to large holders. Once again, as has
been stressed in earlier chapters, the large landlord is least impressed by
tax requirements. As a commercial dealer, and a relatively sophisticated
one, he buys a parcel with a knowledge of present and future tax problems
in mind. It is the small holder, a holder who not uncommonly depends upon
his holding as a prime source of income, who finds himself most squeezed
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by tax levels. Neither mortgaging cost nor mortgaging length compare with
either of the two factors mentioned earlier in importance.

The attitudes toward tax reassessment varied in a fashion somewhat
similar to that of tax levels. It is the major holder who fears it least. As
the material on landlord behavior has indicated, the large-scale holder
either makes improvements because of their profit potential, despite aware-
ness of the tax implications, or makes no improvement. It is the relatively
unsophisticated small holder, particularly those with two or three parcels,
who are most intimidated by the possibility of tax reassessment.

In sum, there is no question of the significance of taxes in landlords'
verbalizations of what are the prime inhibitors of additional investments in
their parcels.

The second question in the interview sequence on this point was: "You
did ( or you did not) mention taxes." The answers which were received
covered a very broad span of response. In general, they reflected a strong
feeling that the tax levels essentially had crippled the resale market and
made the advisability of additional investment most uncertain. In the face
of rent level plateaus, the increasing level of the tax rate, which Newark and
many other municipalities have found necessary, has reduced the profita-
bility of slum investment. The typical landlord response has been to reduce
maintenance and avoid additional investment.

In the face of tax uncertainty, combined with the other negative factors
which have been detailed, the alum market mechanism has been immobi-
lized and with it a substantial part of the private potential for better slum
maintenance and improvement.

Landlord Knowledge of Non-Reassessable Improvements

In Exhibit 11-8 is presented the landlords' responses to a series of questions
about the tax impact of a variety of different improvements. Note the varia-
tion in response both on the absolute level for any one improvement and
also between the several sizes of landlords.

More than a third of the parcels were in the hands of owners who indi-
cated that repairing and replacing porches and steps would result in re-
assessment. More than a third thought that central heat could be installed
without reassessment.

According to city tax authorities, the former can be done without re-
assessment while the latter involves an increase of the assessment figure.
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A substantial number of the respondents think that automatic hot water
heater installation or the installation of new electrical wiring will result in
reassessment. The responses to outside refacing, another improvement
which, again according to city authorities, can be done without reassess-
ment, were substantially fearful. About 60 percent felt that they would be
reassessed if they made this type of improvement.

A number of the landlords pointed to the fact that though they might
not get reassessed for a specific improvement at the time of the improve-
ment, there was a substantial probability of their getting reassessed in the
course of the periodic reassessment that the city goes through.

The fear of external improvement was confirmed by the thirty-three re-
spondents who summarized their answers by volunteering comments which
in essence said that any kind of outside improvement would lead to re-
assessment. One said, "If you make the improvement inside without a per-
mit you're okay." Another, who owns a considerable number of parcels and
is a member of a neighborhood rehabilitation committee which has put out a
pamphlet reassuring landlords on the non-reassessibility of good mainte-
nance and outside improvement, said that, "Anything which enhances a par-
cel will cause reassessment." And still another owner, who has more than
seven hundred fifty dwelling units in Newark, responded to the question of
repairing or replacing steps by saying: "If you're smart and get a carpen-
ter without a permit it's no problem. You've got to keep away from getting a
building permit as far as getting taxed for repairs is concerned."

The question of illegal improvement came up a number of times. In this
context the point was made by several landlords that at one time, back "in
the days when the contractors and the unions were too busy to keep a good
look out" it was possible to make substantial repairs without securing a
building permit. Now that the contracting business "wasn't so good," the
unions, it was claimed, keep a very close watch on all deliveries from major
building supply houses, and will tip-off the building inspectors on non
union, nonpermit jobs.4

The fear of small owners toward tax increases was most evident. For ex-
ample, Parcel Number 420: Negro owner and wife; both over sixty-five;
husband is blind; they live on social security and the rentals from two par-
cels which they own.

"We have repaired the steps and porches, but you have to be careful
about too much improving on the outside because they can ride by and
see it!" The same owner when asked "What improvements would you
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make on this property if you were sure of not getting a boost in taxes?"
replied, "The painting of the porch on the outside."

As has been noted before, a number of the individual parcel owners and
the two to three parcel owners are poor people. As such, they frequently
have little means and perhaps even less initiative with which to repair their
homes. It is for this reason perhaps that taxes rank so very large in their
thinking. Given a very limited income from parcel ownership, the pinch of
taxes is most acute. As one of them said, "I'm too old to pay more taxes, I'm
retired."

Tax Relief Potential
What would be the results of a municipal policy of guarantees of no
tax increases as a result of improvements? In Exhibits 11-9, 11-10, 11-11,
and 11-12 are examined the responses to this question, first by area and then
by size of holdings. The response, to say the least, is not particularly hearten-
ing. In all of the areas, with the exception of 2B, the bulk of the response was
negative. There would be no repairs, even minor ones, despite guarantees
against tax boost. (See Exhibit 11-9.) The only exception is Area 2B with a
relatively small sample under consideration. Note that there is, with this ex-

ception, no significant variation between the several areas. In essence, there
is no variation as a function of area in re9ponse towards tax guarantees. If
the sample had included an area which was even less run down than the
Group 3 tracts, conceivably there might be a significant change. This is not
the case, however, for a reasonably representative sample of 40 percent of
Newark.

This lack of variation is perhaps, in part, explained by Exhibit 11-10
which attempts to indicate what reasons were given for disinclination to
make improvements even with tax guarantees. Note that while only 38.2
percent of the responses in Area 1 indicated that in the opinion of the land-
lord, at least as verbalized, the parcel "doesn't need it," the percentage rises
in Area 2B, for example, to 75 percent and in Area 3B to 60.5 percent.
There is a significant variation between the A and B groups in both Areas 2
and 3.

The other reasons for lack of initiative at this offer are varied in char-
acter. If the "rentals too limited" response is lumped together with the "not
worth it" response and the "neighborhood no good" response, the field is
pretty well bracketed. As in the case of mortgage aid, a small proportion of
our responses revolve around the fear of urban renewal.
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Exhibits 11-11 and 11-12 analyze the responses in terms of size of hold-
ing. There is little variation in the respondents who would make few or no
improvements. A similar result is indicated for those who plan major re-
pairs. There is, however, a substantial variation, as indicated in Exhibit 11-
12, in the reasons given for this lack of interest. While the proportion of
"twelve-plus" holders who feel that their parcels "don't need improvements"
is even larger than those for smaller holders, this is not true for those holders
who have been indicated as perhaps the poorest maintainers of parcels, i.e.
the intermediate-sized holder. Similarly, multiple-parcel owners seem to be
more affected by the neighborhood "being no good" than are single-parcel
owners. Only 5.3 percent of the latter indicated the neighborhood as their
reason for being disinclined to improve, while the figures for the "twelve-
plus" parcel holders are 14.3 percent, the six to twelve holders are 22.2 per-
cent, and the three to six parcel holders are 24 percent, respectively.

A similar relationship exists among those who give the response that the
rentals are too limited. The answer that "the parcel is not worth it" received
remarkably homogeneous response, with the exception of the "twelve-plus"
category. It is these professional large-scale holders who, as has been indi-
cated in an earlier chapter, are most likely to take advantage of any sub-
sidization.

Conclusions

There is no question that the fear of tax increases plays a major role in
inhibiting improvements. This is perhaps more a function of tax rites
than of assessment increases. Attitudes toward the latter indicate an enor-
mous degree of ignorance ( or perhaps it is sophistication?) on the part of
landholders toward the city's attitude on what constitutes an assessable im-
provement. When responses are received to the question, "What improve-
ments would you make in this property if you were sure of not getting a
tax boost?" are on the order of "I would just do a painting job," the effects of
this uncertainty are all too clear. Though the results of this question in the
cases cited may be disappointing to those who would hope for more exten-
sive improvements, implicit in the remark is the fact that fear of tax boost is
inhibiting even the painting of the exterior of the parcel. The Puerto Rican
owner who indicated that "any improvement will increase taxes" speaks
from a basic fear of government and the mysteries and uncertainties that
surround its conduct.
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While the removal of these fears and uncertainties certainly would re-
sult in some improvement, there is substantial question as to whether this
would be very extensive. How "truthful" (reflective of a mental attitude
making for action) are the attitudes which we have presented here. Let us
take one case study.

Case 73a major professional owner of realty with over a dozen
parcels in Newark. He indicated that outside refacing could be done
without incurring new assessment and that the case was similar for
automatic hot water heating. The owner has two parcels in our survey
area on Street, one of which has been substantially im-
proved while the other is a run-down cold-water operation. The latter
has apartments renting for $45 per month, the former has units that
rent for nearly double that figure. When asked why the second parcel
was not improved the landlord said, "If I improved I would still be
scared to raise the rents and the people would move out and the area
just doesn't warrant more investment." He said further, "I'd like other
landlords on Street to get together and make more im-
provements, but unless we do it together it just doesn't make any sense
for one of us to do it alone."

It is this fear of neighborhood impact and even more its corollary, failure to
secure tenants willing to pay for the improvements, which inhibits improve-
ments. Guarantees against tax increases, even if they were forthcoming and
believed, do not necessarily generate a larger rent roll in themselves. The
market situation in the areas of the older city which are under consideration
has degenerated to the point of reaching a dynamic spiral: lack of main-
tenance leads to poorer rent rolls, poorer rent rolls lead to lack of main-
tenance. While certainly the tax level has in part accounted for the situa-
tion, it is far from being a lonely villain. A more enlightened tax policy
would probably secure its greatest results from the two ends of the owner-
ship spectrumthe very large owners and the individual parcel holders.
Indeed, it is perhaps the latter group who have the most overall potential
as bootstrappers of the slums. They are the group least inhibited by fear of
neighborhood.

In our concluding chapter we shall attempt to pull together the many
strands which we have in part explored, and conclude with policies for
governmental action.

,.
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Chapter 12

GOVERNMENT POLICIES
FOR ACTION

The entangled mesh of ownership patterns, of changes in the form and
function of the older city and the folkways of its inhabitants, the great
migration patterns which have dominated the demographic considerations
in and about the United States metropolitan areas, the rising standards of
expectation, all provide the matrix within which the data presented in our
earlier chapters have taken form. Any efforts at improving attitudes toward
slum maintenance and rehabilitation must in turn take this matrix into ac-
count, or prove unsuccessful.

The present market situation is one of virtual stagnation in the hard-
core slum areas. The combination of risk, decreasing profitability, and loss
of potential for capital gains has substantially restricted the kinds of profes-
sional owners who are willing to invest in slum properties. It takes a highly
insensitive individual to become a professional nonresident owner of slum
property, in the light of present societal attitudes. This is not an individual
who is easily influenced to invest his money unless an appropriate return
can be secured. Given the relative weakness of the slum apartment market,
a weakness which has been aided in Newark's case by substantial amounts of
public housing, as well as the shifts out of the central city which have been
indicated in Chapter 3, the professional landlord has been faced with the
choice of basically two alternatives: to stand pat and not increase his invest-
ment, or to attempt to improve his parcel in order to secure higher rentals.

The pattern that was observed in the course of this study indicates that
the choice substantially has been the former. The observer cannot fail to be
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struck by the "heads you win, tails we lose" nature of this phenomenon.
When the apartment market is very strong the landlord need not improve;
when the apartment market is very weak the landlord fears for his invest-
ment and does not improve. What can municipal authorities use to break
this impasse? Code enforcement is the usual reply. Code enforcement, how-
ever, must be, as will be noted later in more detail, accompanied by fi-
nancing help and tax reassurance. Without this accompaniment it will
merely lead to wholesale evasion and corruption. Before pursuing these
matters in more detail, it is essential that the basic question be resolved
what the city, as a reflection of society, is or should be doing with slums and
their occupants.

What Is, or Should Be, The Cities' Attitude
Toward Slums and Slum Dwellers?

If this writer may be permitted a gross oversimplification, the problem of
the slums is one both of plumbing and morale. It has largely been viewed
in the past as consisting solely of plumbing. This is not to denigrate the
former; but the provision of appropriate housing amenities is certainly an
essential step toward improving the outlook and aspiration level of slum
dwellers. However, the morale problem cannot be cured merely by provid-
ing physical amenities. The relatively limited success of public housing
bears testimony on this point.

Government policy towards the slums must have as its primary aim the
improvement of the aspiration level and capacity for goal realization of
the slums' inhabitants. Tax policy, code enforcement, financing aid, and
municipal services; all of these must be viewed within the context of the
overall objective.

The community must face the realities of the slum situation fairly, with-
out self-deception or romanticism, and at the same time move for change.
A review of slum conditions as they exist is in order.

1. In Newark, as in many of other Northern industrial cities, the over-
whelming majority of hard-core slum area residents are Negroes. The
whites, who continue to decrease in number, are typically an elderly rem-
nant of earlier immigration.

2. There is little evidence of a substantial return of the white middle
class to the slum areas of the city.

3. A substantial proportion of slum tenements are owned by absentee
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white owners. These owners are not merely absentees from the slums per se,
they are also absentees, at least as residents, from the city in which they own
property.

4. The factor of ownership is the single most basic variable which ac-
counts foi variations in the maintenance of slum properties. Good parcel
maintenance typically is a function of resident ownership.

5. Dependent upon major programs of land clearance for purposes of
urban renewal and/or highway construction, a population vacuum will de-
velop in the slums. The tidal wave of Southern Negro migration has slowed
down and is substantially bypassing some of the Northern cities which were
its traditional goals.' With virtual stability in the Puerto Rican population
size, there is no new depressed group on the horizon to fill the older slums.

6. While this population decrease makes the problem of relocation
much simpler, it also tends to limit the landlords' capacity and will to im-
prove parcels.

7. Given a substantial dependence upon land taxes in the face of in-
creased demands upon the municipality for services, taxes have become a
major inhibitor of entrepreneural activity in the central city. Both in terms
of their impact, and in terms of the uncertainty which surround their ad-
ministration, current municipal tax policies are leading to further degenera-
tion of the slums.

8. The relationship of client and patron, which plays a dominant role in
the dealings between government, both municipal and federal, and the
poor population of the slums, is deleterious to the morale of the individuals
concerned.

Within these parameters are there policies which would improve present
slum conditions, both in terms of buildings and of people? Over the past year
a whole armory of enabling legislation has been passed by Congress. Local
authorities have been given the essential weapons for the fight against
blight and for better housing conditions. The Housing and Urban Develop-
ment Act of 1965 is indicative of the growing sophistication of government
policies in rehabilitation. From a direct loan program, which provides long-
term 3 percent loans, to the rehabilitation grant procedure under section 115
of Title I of the 1964 act, and to the demolition grant and aid to code en-
forcement divisions, a vast armory has been supplied to local authority.2

It should be stressed that the enabling legislation mentioned above is
strictly thatenabling legislation. It remains for local authority to take the
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initiative in implementing programs which will take advantage of this
legislation. There are certain to be many difficulties on the road to imple-
menting this legislation. There is no new legislation that does not require
some degree of experience in its utilization. Certainly, however, the com-
munity is better armed for rehabilitation than has ever before been the case.

The discussion which follows will focus first on the development of
resident landlords, and the ancillary elements which this will require, such
as guidance and financing arrangements, as well as tax policy. From this the
discussion turns to the question of municipal services and the problem of the
hard-core slum and code enforcement.

Boosting the Proportion of Resident
Landlords in Slum Tenements

As Exhibit 9-2 in Chapter 9 indicated most forcefully, there is no question of
the significance of landlord residence, particularly of single-parcel landlords,
as insurance of proper maintenance of slum tenements. Given the priority
accorded by multiple-parcel owners to tenant problems as an inhibitor, as
shown in Exhibit 11-7 in Chapter 11, the lack of feeling on this score by
resident landlords, coupled with their good record in maintenance, is most
significant. It is the resident landlord, and only the resident landlord, who
is in a position to properly screen and supervise his tenantry. No one-shot
wave of maintenance and paint up-sweep up campaign can provide the
day-to-day maintenance which is required in slum areas. Given the rela-
tively small size of Newark tenement units, and others like them, this can
only be accomplished by a resident landlord. The record of these landlords,
as we have indicated, is such as to inspire confidence in their future be-
havior on this score.

By making it feasible for more residents to become owners, we further
encourage the development of local leadership which is so sorely lacking in
most slums. The role of resident owners as guides and creators of life pat-
terns for the youth of the slums to follow is clearly evident.3

How could this type of development be stimulated? There are several
prime requirements. The first of these, obviously, is financing help. In Ex-
hibit 12-1 is presented a table which indicates cash flow requirements as a
function of mortgage term and interest rates. As can be noted in the Ex-



GOVERNMENT POLICIES FOR ACTION

EXHIBIT 12-1
MONTHLY LEVEL PAYMENTS REQUIRED TO AMORTIZE $1,000 OVER

VARIOUS TERMS AND AT VARIOUS INTEREST RATES

229

Interest Rate

Term (in years)

(Percent) 10 15 20 25 30 35 40

6.0 $11.10 $8.44 $7.16 $6.44 $6.00 $5.70 $5.50

5.5 10.85 8.17 6.88 6.14 5.68 5.37 5.16
5.0 10.61 7.91 6.60 5.85 5.37 5.05 4.82

4.5 10.36 7.65 6.33 5.56 5.07 4.73 4.50
4.0 10.12 7.40 6.06 5.28 4.77 4.43 4.18
3.5 9.89 7.15 5.80 5.01 4.49 4.13 3.87

Source: Ernest M. Fisher, Urban Real Estate Markets: Characteristics and Financ-
ing (N. Y. C.: National Bureau of Economic Research, 1951) p. 71.

hibit, the term of mortgages is much more significant from a cash flow point
of view than are interest rates. For example, a mortgage at 6 percent
which is written for a fifteen-year period imposes a smaller cash flow burden
than an equivalent size mortgage for ten-year period at 3.5 percent. Given the
dearth of available financing, which is currently the case in the slums, there
is obviously no alternative but to provide something in the way of long-
term FHA guaranteed mortgages for slum tenement purchases by residents.
The analogy with the early Homestead Act springs readily to mind. In that
case, government lands were provided at relatively reasonable rates and
with liberal financing to those who would live on them. The same thing must
be done in the slums. The 1965 Housing Act is a beginning on the road.

With this must be coupled inexpensive fire and liability insurance for
resident owners in slum areas. The expense and difficulty of securing these
necessities is rising rapidly and it strikes hardest upon the poor landlord
who has limited leverage with an underwriter.

Financing, however, is merely one of the several steps which is required.
Earlier in this work reference was made to the storm window syndrome.
This is merely one symptom of the frequent victimization of relatively in-
nocent new resident buyers of slum tenements by a variety of home im-
provement services. The pride of these people in ownership makes them
easy marks for "pay later" operators. The point raised by a money lender
interviewed in the course of this study should be kept in sight here.
He pointed to the fact that commonly when he has to repossess a parcel,
the typical cause is that the owner has burdened the parcel with two or
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more home improvement loans. Just as the Agriculture Department pro-
vides a variety of advisory services for the farmer, so the city and/or the
Federal Government must provide equivalent advisory services for the new

home owner in the slum areas. These advisors must be competent not merely

in home improvements, but also in financing and appraising parcels. It
would seem entirely possible that among the ranks of senior savings and

loan people, as well as within the ranks of the present FHA personnel, such

individuals could be found. Technical competence, however, must be linked

with a basic sympathy with the aspiration level of the new owner and with

none of the deus ex machina attitude that so often exists in government rela-

tions with the poor.
The question of tax policy is a most significant one on this score, as it is in

terms of the general problem of slums. It may well behoove the city to con-

tinue its policy of full assessment based upon market values. Obviously,

where broad-based taxation is available on a basis other than land, it may

reduce some of the strain. Reassessment policy, however, must be more

clearly defined than is presently the case. The landlord should have no

reason to fear city reassessment merely because of painting the outside of

his house.
It is essential that the city not merely adopt a more reasonable attitude

toward taxation, but also sell the facts of this attitude to those who may be

influenced by misconceptions as to its reality. In addition, in the long run it

may very well pay the city to provide the equivalent of homestead rebates

for resident landlords. This is a format ( which will be recognized by those

readers who are familiar for example, with tax policy in a city such as Miami

Beach) in which the homesteader, i.e. the resident landlord, receives either

a reduction or a rebate in his real estate taxes. This might well be coupled

with a stipulation that the rebate be employed in the improvement of the

parcel in question. The area of uncertainty and suspicion which surrounds

current taxing procedures must be clarified. Its existence clearly inhibits

improvements. Once again the reader may wish to review the data pre-

sented in Chapter II which indicates the fears of landlords on municipal tax

policy. This fear has been justified frequently in fact because of the financial

bind of a municipality dependent on realty taxes in the face of expanding

needs and a static base. In these circumstances, pressure on the landlord's

pocket is a constant. While, as has been indicated, tax relief in itself will not

generate improvement it is an essential step toward fostering it. Alterna-

tive means of financing municipal needs, therefore, must be found.
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Municipal Services

There seems to be ample evidence that the level of municipal services re-
quired by the slum areas is higher than that required by nonslum equiva-
lent areas. At the same time there is reason to believe that the actual de-
livery level of these services is reversed with poorer areas being slighted.
The comments of a Negro owner on this subject are most apropos.

Parcel #330 was purchased in 1935. "You know the neighborhood
has really changed terribly since we moved in here. At first it was
mostly German and Jewish, and the police in the city took care of
things. No trucks parked overnight in the streets and no noise or any-
thing like that. Now there is mostly Negro and they don't seem to
come any more. If you complain they want to put you in jail.Many
of the owners here would like to stay, but the neighborhood is run
down so that most of them sell just to get away. Since Negroes have
become predominant, the city has allowed things that they would not
allow when I just first moved here."

One should notice that the parcel was very well maintained. The owner
commented that he was sure that continued municipal surveillance would
have saved the neighborhood regardless of who moved in. The backyard of
this parcel which has a very handsome garden, looks out upon a sea of
debris. The owners complain that they have had to screen their back
porches to keep the rats out. Another Negro landlord made the following
comment:

"When I went to complain to the police department about overnight
truck parking and teenage hoodlums on the block, the cops made me
feel like a criminal. I was glad to go home and kind of hide myself be-
hind the door."

These comments mirror attitudes which are most common among current
resident landlords.

Every effort must be made by the city to provide an optimum level of
services within the slums. Such functions as police protection, street light-
ing, parking restrictions, garbage collection, and a host of others could be
named here. Not least among these is the question of educational facilities.
While this is a subject whose depth is beyond the scope of this study, it
cannot be omitted. Without substantial efforts on all of these fronts, the
efforts at rehabilitating the slums must falter.



1:,

232

The Future of the Hard-core Slum

THE TENEMENT LANDLORD

As has been noted in the section on "Who Owns the Slums," there are clear-
cut indications that new resident buyers are unwilling to move into an area
which is as far gone as is Area 1. The dominance of large-scale absentee
landlordism in that area is a tribute to the fact that they are the only land-
lords who are willing to invest in such problem situations. One can seriously
question the potential of such an area for rehabilitation. Given the relatively
loose housing market, which presently exists in center-city Newark, the bull-
dozer approach to such hard-core areas would seem to be the only answer.
This should not wait upon redevelopers. The existtnce of such hard-core
blight ( it should be recalled that the area in question has less than 25 per-
cent sound housing on the basis of the 1960 Census) can only serve to
drag down the neighborhoods peripheral to it.

The loss of tax revenue to the municipality through this process of demo-
lition must be accepted as surgery essential to preserve the surrounding
areas from the spread of deep-seated blight. Obviously, the scale of this
blight will require considerable discretion on the part of municipal authori-
ties on the phasing and speed of demolition. Given the present functioning
of the market, as has been indicated earlier, private enterprise cannot be
depended on to remove buildings which are no longer usable. Again, new
urban renewal legislation to ease this process was adopted in 1965, it must
be vigorously utilized.

There is some question whether a change in tax policy to encourage
demolition might not be in order. The needs of the city for more open space,
the potential of already assembled and cleared substantial size tracts in en-
couraging further development, must be depended upon to generate future
use for the areas in question. The Aaintenance of the hard-core blight areas,
given the facts of alternative housing availability, cannot be justified upon
tax income reasons alone.

Code Enforcement

Parallel with all of the suggestions above is the requirement that code en-
forcement be made much more rigorous. But prior to this, there is required
a much more adequate definition of just what the code should be. For ex-
ample, the requirement of central heat is observed least in some of the
better housing areas in Area 3. It is not uncommon, particularly among
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members of earlier immigrant groups, that cold-water flats with suitable de-
centralized heating facilities are preferred to those whose heat supply is sub-
ject to the administration of the landlord and of the vagaries of the heating
system. Adequate insect and rodent control, plumbing that works, paint,
and general cleanliness may be much more significant to the inhabitants of
a tenement both physically and spiritually than the existence of central heat
or plaster walls. Whether the studs used in a repair are 16 inches on center
or are 20 inches on center may be completely irrevelant to a tenant. A
building which is completely satisfactory on the basis of existing codes, may
be completely unsatisfactory in terms of its effect upon its occupants.

Code enforcement, therefore, must require a much more subjective ap-
proach than has previously been the case. This is particularly the case with
those buildings in the hands of landlords who cannot afford repairs. In these
cases, it may be necessary to work out a long-term plan of rehabilitating the
parcel in question, with major emphasis being given to the paint and clean-
liness functions, those most easily encompassed by "sweat equity." Good
maintenance and resident landlordism are much more significant than me-
chanical adherence to a mechanical code. With the legality of multiple
housing codes clarified, the city has a new avenue of creative action.

The responsibility of social workers to appreciate the fact that the loose
housing market does enable them to move their clients "up" into better
quarters is clear, though far from universally acted on. At least one of the
major owners interviewed for this study is upgrading his parcels for welfare
tenants whose housing allowances have been "opened up" slightly and who
have alert social workers as guides.

No False Romanticism!

The self-help capacity of the poor is limited. Some resident landlords are
elderly, others are uneducated, and some lack an appropriate aspiration
level. The fact remains, however, that as a group, they are presently the
best landlords in the slums, and provide probably the major hope for better
maintenance in the future. It will require a talented and understanding
guidance operation to help generate landlord enthusiasm while restraining
over-expenditure. The problems here should not be underestimated. It is
essential if this operation is to be truly successful, particularly from a morale
standpoint, and also from the standpoint of securing long-run improvement,
that the advisory service be a guide and an inspiration, Lot a directorate.
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The present and future strains e i the municipalities' budget, coupled
with limited increases in revenue, will make it most difficult to pay for the
services which are required. The alternative, however, of increasing degen-
eration is all too clear-cut. From a fiscal point of view, the program outlined
above is a most burdensome one; this point should not be evaded. There is
no other answer, however, from the city's point of view.

Tax policy must be directed toward aiding the good landlord, and penal-
izing those owners who do not properly maintain their properties. A tax
policy based on sales value, as shown in Chapter 11, can easily have the
reverse effect. The potential of homestead exemption, of rigorous code en-
forcement, and of self-help stimulating devices, must be rigorously ex-
ploited.

Rehabilitation and Rent Increases

There is a well-founded fear on the part of the tenantry that rehabilitation
leads to rent increases. This must be accepted as a fact of the market. Al-
though tax policy can somewhat relieve this factor, particularly when
coupled with more adequate financing, this fact should be faced. The po-
tential of rent subsidies for the underincomed with which to pay better
rents is quite clear here. There is no substitute for this approach. This is not
to underestimate the value of code enforcementbut rather to add a car-
rot to the stick. There is more positive achievement by making rehabilita-
tion profitable than in attempting to secure it through punitive measures.
The reward in terms of the aspiration level and general morale of the slum
dweller will, I think, outweigh the cost. This is partglarly true when the
cost/benefits are contrasted with those of institutionalized public housing.

The key to improving the slums from a "people" point of view, is the
creation of a resident responsible middle class within those areasnot a
middle class which while physically in the area does not belong to it, as is
the case with the efforts to create new middle class housing within slum
areas cleared by urban renewal. This has no organic unity with the tene-
ments per se, and can only provide frustration rather than leadership and
emulation. These goals can best be accomplished and living conditions
within the slum areas most enhanced by increasing the number of owner
residents of slum tenements. This will require a highly coordinated effort in
terms of tax policy, financing help, code enforcement, and advisory services.
The rewards of a successful program are very great. The cost of present
policies are equally evident.
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1 The nonwhite population of the United States is continuing to leave the South, but
the outflow has been slowed considerably. Out-migration of Negroes from the South
has averaged little more than seventy thousand per year in the period from 1960 to
1963, or only half that of the 1950 to 1960 period. This is based on a study done by
the Metropolitan Life In" Trance Company, See MLIC, Statistical Bulletin, April
1965, p. 3.

2 See H.H.F.A., Local Public Agency Letters 340, 341, 342, 343, 345, & 349 [Washing-
ton, 1965].

3 Given the lack of a masculine image which has been commented on as a not un-
familiar shortcoming of family upbringing among the poor, the significance of a
resident owner peer unter pares to slum youth as a potential goal setter is clear-cut.
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EXHIBIT A 11-2
DETERIORATING OR DILAPIDATED DWELLING UNITS-1960*

Tracts

Total
Housing
Units

Deteriorated
or

Dilapidated

Percent
Deteriorated

or

Dilapidated

GROUP 1
12 1,073 932 86.9
15 1,011 910 90.0
30 1,289 1,205 93.5
33 1,358 1,235 90.9
63 870 850 97.7
82 1,175 1,127 95.9
83 1,053 867 82.3

TOTAL 7,829 7,126 91.0

GROUP 2A
11 864 613 70.9
17 1,368 958 70.0
38 1,604 867 54.1
55 1,144 755 66.0
59 2,091 1,234 59.0
64 1,552 1,070 68.9
65 1,190 835 70.2
81 1,991 1,059 53.2

TOTAL 11,804 7,391 62.6

GROUP 2B
14 1,627 1,009 62.0
68 1,226 840 68,5
80 1,151 844 73.3

TOTAL 4,004 2,693 67.3

GROUP 2(A B) 15,808 10,084 63.8

GROUP 3A
29 1,276 523 41.0
31 1,466 526 35.9
32 1,228 568 46.3
39 1,045 517 49.5
40 1,374 457 33.3

57 2,156 952 44.2
58 1,934 933 48.2
60 1,472 733 49.8
62 1,984 889 44.8
66 2,044 745 36.4
84 806 390 48.4

TOTAL 16,785 7,233 43.1

rk
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EXHIBIT A II-2Continued
DETERIORATING OR DILAPIDATED DWELLING UNITS_1960*

Tracts

Total
Housing

Units

Deteriorated
or

Dilapidated

Percent
Deteriorated

or
Dilapidated

GROUP 3B
2

10
16
36
67
75B

647
1,016
1,585
1,123
2,294
1,161

282
366
583
467

1,120
463

43.6
36.0
36.8
41.6
48.8
39.9

76 766 310 40.5
78 966 321 33.2
85 1,963 895 45.6
88 1,740 658 37.8

TOTAL 13,261 5,465 41.2

GROUP 3(A B) 30,046 12,698 11
Percent of Number

Reporting 100.0 42.3
ALL TRACTS 53,683 29,908 55.7
CITY TOTAL 134,872 39,114
Percent of Number

Reporting 100.0 29.0 e
* Sources: See Appendix III.



Appendix .III

CENSUS TERMINOLOGY
AND SOURCES

1. Deteriorated or dilapidated dwelling unitsThe census field worker de-
termined the condition of the housing unit by observation, on the basis of
specified criteria. Nevertheless, the application of these criteria involved
some judgment on the part of the individual enumerator. The training pro-
gram for enumerators was designed to minimize differences in judgment.
Deteriorating housing needs more care than would be provided in the
course of regular maintenance. It has one or more defects of an intermedi-
ate nature that must be corrected if the unit is to continue to provide safe
and adequate shelter. Dilapidated housing does not. It has one or more
critical defects, or has a combination of intermediate defects in sufficient
number to require extensive repair or rebuilding, or is of inadequate original
construction. Critical defects result from continued neglect, or lack of repair,
or indicate serious damage to the structure.

2. In contrast to 1960, the 1940 and 1950 Censuses listed a category of
"Needing Major Repairs" in place of what was listed as "Deteriorated or
Dilapidated" dwelling units in the 1960 Census. This "Needing Major Re-
pairs" category was used "when repairs were needed on such parts of the
structure as floors, roof, plaster, walls, or foundations, the continued neglect
of which would impair the soundness of the structure and create a hazard
to its safety as a place of residence."

3. Definition of census tractCensus tracts are small areas into which
large cities and adjacent areas are divided for statistical purposes. Tract
boundaries were established cooperatively by a local committee and
the Bureau of the Census, and were generally designed to be relatively
uniform with respect to population characteristics, economic status, and

243
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living conditions. The average tract has about four thousand residents.
Tract boundaries are established with the intention of being maintained
over a long time so that comparisons may be made from census to census.

In the decennial censuses, the Bureau of the Census tabulates popula-
tion and housing information for each census tract. The practice of local
agencies to tabulate locally collected data by tracts has increased the value
of census tract data in many areas.

Population Characteristics

Race and colorThe three major race categories distinguished in this re-
port are white, Negro, and other races. Among persons of "other races" are
American Indians, Japanese, Chinese, Filipinos, Koreans, Asian Indians,
and Malayans. Negroes and persons of "other races" taken together consti-
tute "nonwhite" persons. Persons of Mexican birth or descent, who are not
definitely of Indian or other nonwhite race, are classified as white. In addi-
tion to persons of Negro and of mixed Negro and white descent, the cate-
gory "Negro" includes persons of mixed Indian and Negro descent unless
the Indian ancestry very definitely predominates or unless the person is
regarded as an Indian in the community.

Housing Characteristics

1. Living quartersLiving quarters were enumerated as housing units or
group quarters. Occupied living quarters were classified as housing units or
group quarters on the basis of information supplied by household members
on the Advance Census Report and questions asked by the enumerator
where necessary. Identification of vacant housing units was based partly on
observation by the enumerator and partly on information obtained from
owners, landlords, or neighbors.

A house, an apartment or other group of rooms, or a single room is re-
garded as a housing unit when it is occupied or intended for occupancy as
separate living quarters, that is, when the occupants do not live and eat with
any other persons in the structure and there is either ( 1 ) direct access from
the outside or through a common hall or (2) a kitchen or cooking equip-
ment for the exclusive use of the occupants of the unit.

Occupied quarters which do not qualify as housing units are classified
as group quarters. They are located most frequently in institutions, hos-
pitals, nurses' homes, rooming and boarding houses, military and other types



F

St

7!"

APPENDIX in 245

of barracks, college dormitories, fraternity and sorority houses, convents,
and monasteries. Group quarters are also located in a house or apartment in
which the living quarters are shared by the person in charge and five or
more persons unrelated to him. Group quarters are not included in the
housing inventory, although the count of persons living in them is included
in the population figures.

The inventory of housing units includes both vacant and occupied units.
Newly constructed vacant units were included in the inventory if construc-
tion had reached the point that all the exterior windows and doors were in-
stalled and the final usable floors were in place. Dilapidated vacant units
were included provided they were still usable as living quarters; they were
excluded if they were being demolished or if there was positive evidence
that they were to be demolished.

Trailers, tents, boats, and railroad cars were included in the housing in-
ventory if they were occupied as housing units. They were excluded if
they were vacant, used only for extra sleeping space or used only for
vacations or business.

In 1950, the unit of enumeration was the dwelling unit. Although the
definition of the housing unit in 1960 is essentially similar to that of the
dwelling unit in 1950, the housing unit definition was designed to encom-
pass all private living quarters, whereas the dwelling unit definition did not
completely cover all private living accommodations. The main difference
between housing units and dwelling units is as follows: In 1960, separate
living quarters consisting of one room with direct access, but without sep-
arate cooking equipment, qualified as a housing unit whether in an apart-
ment house, rooming house, or house converted to apartment use; in hotels,
a single room qualifies as a housing unit if occupied by a person whose usual
residence is the hotel or a person who has no usual residence elsewhere. In
1950, a one-room unit without cooking equipment qualified as a dwelling
unit only when located in a regular apartment house or when the room
constituted the only living quarters in the structure.

The evidence thus far suggests that using the housing unit concept in
1960, instead of the dwelling unit concept as in 1950, had relatively little
effect on the counts for large areas and for the Nation. Any effect which the
change in concept may have on comparability can be expected to be great-
est in statistics for certain census tracts and blocks. Living quarters classified
as housing units in 1960 but which would not have been classified as dwell-
ing units in 1950, tend to be clustered in tracts where many persons live
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separately in single rooms in hotels, rooming houses, and other light house-
keeping quarters. In such areas, the 1960 housing unit count for an in-
dividual tract may be higher than the 1950 dwelling unit count, even though
no units were added by new construction or conversion.

2. Occupied housing unitA housing unit was "occupied" if it was the
usual place of residence for the person or group of persons living in it at the
time of enumeration. Included are units occupied by persons who were only
temporarily absent (for example, on vacation) and units occupied by per-
sons with no usual place of residence elsewhere.

3. Vacant housing unitA housing unit was "vacant" if no persons were
living in it at the time of enumeration. However, if its occupants were only
temporarily absent, the unit was considered occupied. Units temporarily
occupied by persons having a usual place of residence elsewhere were con-
sidered vacant (classified as "nonresident" units in 1950).

Year-round vacant units are those intended for occupancy at any time
of the year. Seasonal vacant units are those intended for occupancy during
only a season of the year.

4. Available vacant units are those which are on the market for year-
round occupancy, are in either sound or deteriorating condition, and are
offered for rent or for sale. The group "for sale only" is limited to available
units for sale only and excludes units "for rent or sale." The group "for rent"
consists of units offered "for rent" and those offered "for rent or sale." The
1960 category "available vacant" is comparable with the 1950 category
"vacant nonseasonal not dilapidated, for rent or sale."

5. Other vacant units comprise the remaining vacant housing units.
They include dilapidated units, seasonal units, units rented or sold and
awaiting occupancy, units held for occasional use, and units held off the
market for other reasons. This category is comparable with the 1950 cate-
gory "other vacant and nonresident."

6. TenureA housing unit is "owner occupied" if the owner or co-
owner lives in the unit, even if it is mortgaged or not fully paid for. All other
occupied units are classified as "renter occupied," whether or not cash rent
is paid. Examples of units for which no cash rent is paid include units oc-
cupied in exchange for services rendered, units owned by relatives and
occupied without payment of rent, and units occupied by sharecroppers.

7. PersonsAll persons enumerated in the 1960 Census of Population
as members of the household were counted in determining the number of
persons who occupied the housing unit. These persons include any lodgers,
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foster children, wards, and resident employees who shared the living quar-
ters of the household head.

In the computation of the median number of persons, a continuous dis-
tribution was assumed, with the whole number of persons as the midpoint
of the class interval. For example, when the median was in the three-person
group, the lower and upper limits were assumed to be two and a hall and
three and a half persons, respectively. The median may be based on a sam-
ple or on the complete count of units.

8. Persons per roomThe number of persons per room was computed
for each occupied housing unit by dividing the number of persons by the
number of rooms in the unit.

9. Year moved into unitData on year moved into unit are based on
the information reported for the head of the household. The question relates
to the year of latest move.

10. Units in structureA structure is defined as a separate building that
either has open space on all four sides, or is separated from other structures
by dividing walls that extend from ground to roof.

Statistics are presented in terms of the number of housing units rather
than the number of residential structures. However, the number of struc-
tures for the first two categories may be derived. For one-unit structures
( which include trailers ), the number of housing units and the number of
structures are the same. For two-unit structures, the number of housing
units is twice the number of structures. For the remaining categories, the
number of structures cannot be derived from the data as tabulated.

The categories for number of housing units in the structure in 1960 are
not directly comparable with those in 1950, particularly for one- and two-
unit structures. In the 1950 tract report, units in detached or attached
structures were shown separately, but those in semidetached structures con-
taining one or two units were combined into one category. Comparability
between 1950 and 1960 data may also be affected by the change in concept
from dwelling unit to housing unit.

11. Year structure built"Year built" refers to the date the original con-
struction of the structure was completed, not to any later remodeling, addi-
tion, or conversion.

The figures on the number of units built during a given period do not
necessarily represent the number of housing units added to the inventory
during that period. The figures represent the number of units constructed
during a given period plus the number created by conversions in structures
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originally built during that period, minus the number lost in structures built
during the period. Losses occur through demolition, fire, flood, disaster, and
conversion to nonresidential use or to fewer housing units.

12. Rooms--The number of rooms is the count of whole rooms used for
living purposes, such as living rooms, dining rooms, bedrooms, kitchens,
finished attic or basement rooms, recreation rooms, lodgers' rooms, and
rooms used for offices by a person living in the unit. Not counted as rooms
are bathrooms; balls, foyers, or vestibules; closets; alcoves; pantries; strip
or pullman kitchens; laundry or furnace rooms; unfinished attics, basements,
and other space used for storage.

In the computation of the median number of rooms, a continuous dis-
tribution was assumed, with the whole number of rooms as the midpoint of
the class interval. For example, when the median was in the three-room
group, the lower and upper limits were assumed to be two and a half and
three and a half rooms, respectively. The median was computed on the
basis of the tabulation groups shown in the table. If the median falls in the
category "eight rooms or more," it :s shown in the table as "seven and a half
plus" rooms.

Condition and Plumbing
Data are presented on condition and plumbing facilities in combination.
The categories represent various levels of housing quality.

The enumerator determined the condition of the housing unit by ob-
servation, on the basis of specified criteria. Nevertheless, the application of
these criteria involved some judgment on the part of the individual enumer-
ator. The training program for enumerators was designed to minimize dif-
ferences in judgment.

1. Sound housing is defined as that which has no defects, or slight ones
which are normally corrected during the course of regular maintenance.

2. Deteriorating housing needs more repair than would be provided in
the course of regular maintenance. It has one or more defects of an inter-
mediate nature that must be corrected if the unit is to continue to provide
safe and adequate shelter.

3. Dilapidated housing does not provide safe and adequate shelter. It
has one or more critical defects, or has a combination of intermediate de-
fects in sufficient number to require extensive repair or rebuilding, or is of
inadequate original construction. Critical defects result from continued neg-
lect or lack of repair or indicate serious damage to the structure.

, 6,4.14,611,2",



APPENDIX in 249

In 1950, the enumerator classified each unit in one of two categories, not
dilapidated or dilapidated, as compared with the three categories of sound,
deteriorating, and dilapidated in 1960. Although the definition of "dilapi-
dated" was the same in 1960 as in 1950, it is possible that the change in
the categories introduced an element of difference between the 1960 and
1950 statistics.

4. The category "with all plumbing facilities" consists of units which
have hot and cold water inside the structure, and flush toilet and bathtub
(or shower) inside the structure for the exclusive use of the occupants of the
unit. Equipment is for exclusive use when it is used only by the persons in
one housing unit, including any lodgers living in the unit.

5. Units "lacking only hot water" have all the facilities except hot water.
Units lacking other plumbing facilities" may or may not have hot water but
lack one or more of the other specified facilities. Also included in this cate-
gory are units whose occupants share toilet or bathing facilities with the
occupants of another housing unit. The combination of "lacking only hot
water" and "lacking other plumbing facilities" is presented as lacking some
or all facilities" in some census reports.

The categories of plumbing facilities presented in the 1960 report are
not entirely comparable with those in the 1950 report. However, the 1950
category "no private bath or dilapidated" is equivalent to the following
1960 categories: "Dilapidated," "sound, lacking other plumbing facilities,"
and "deteriorating, lacking other plumbing facilities."

6. BathroomA housing unit is classified as having a bathroom if it has
a flush toilet and bathtub ( or shower) for the exclusive use of the occupants
of the unit and also has hot water. The facilities must be located inside the
structure, but need not be in the same room. Units which have an addi-
tional toilet or bathtub (or shower) for exclusive use are classified as having
"more than one bathroom:'

7. Heating equipmentThe main type of heating equipment was to be
reported even if it was temporarily out of order at the time of enumeration.
For vacant units from which the heating equipment had been removed,
the equipment used by the last occupant was to be reported.

"Steam or hot water" refers to a central heating system in which heat
from steam or hot water is delivered through radiators or heating coils.
"Warm air furnace" refers to a central system which provides warm air
through ducts leading to the various rooms. "Built-in room units" are per-
manently installed heating units in floors, walls, or ceilings. They include
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floor, wall, or pipeless furnaces as well as built-in electrical units. Floor,
wall, and pipeless furnaces deliver warm air to immediately adjacent rooms
but do not have ducts leading to other rooms. "Other meanswith flue" de-
scribes stoves, radiant gas heaters, fireplaces, and the like, connected to a
chimney or flue which carries off the smoke or fumes. "Other means
without flue" describes portable or plug-in devices not connected to a
chimney or flue, such as electric heaters, electric steam radiators, kerosene
heaters, and radiant gas heaters.

Rent

1. Contract rentContract rent is that agreed upon regardless of furnishings,
utilities, or services that may be included. Renter-occupied units for which
no cash rent was paid were excluded from the computation of the median.

In the 1950 tract report, contract rent was not published separately for
renter-occupied units ( except for nonwhite renter-occupied units) but was
shown in combination with vacant units available for rent.

2. Gross rentThe computed rent termed "gross rent" is the contract
rent plus the average monthly cost of utilities ( water, electricity, gas) and
fuels such as wood, coal, and oil, if these items are paid for by the renter in
addition to contract rent. Thus, gross rent eliminates rent differentials which
result from varying practices with respect to the inclusion of heat and utili-
ties as part of the rental payment.

Renter-occupied units for which no cash rent was paid are shown sep-
arately in the tabulation, but were excluded from the computation of the
median. The median was computed on the basis of more detailed tabulation
groups than are shown in the tables.
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(1)-105, Newark, New Jersey. U. S. Bureau of the Census. U. S. Government Print-
ing Office, Washington, D. C., 1962.



4 ,

\_,

Appendix IV

PARCEL CHOICE METHODOLOGY

Field SurveyThe Parcel:

1. Draw a simple map of the block indicating the names of the bordering
streets.

2. Choose parcel as indicated in pro'edure.

3. Indicate how many buildings your chosen parcel is from specific street
corner, i.e. how many address numbers. This is essential for tax records
which are based on block and lot numbers.

Procedure:
1. Start at SE corner of block.

2. Going clockwise, count the number of parcels on the block going com-
pletely around it to starting point. All parcels that incorporate three or
more apartments are to be included.

3. From Random Number Table take in sequence two digit numbers until
one small enough to be in the block is found. ( i.e., if thirty-two parcels,
disregard all numbers over thirty-two until one of thirty-two or less comes
up). This is the first parcel chosen.

See attached list for content and description material desired.

4. For each additional parcel use the same sequence counting from the
original starting point. Do not repeat the random number sequences al-
ready used as you proceed through your sample choice. Cross off used
numbers. Read the table as you would a book.

251
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Field Survey Parcel Check List

ADDRESS:
Column Key

1-2 Census Tract Number

3-4

5-8

9-11

12

(1)
(2)
(3)

(1)
(2)
(3)
(4)

15

(1)
(2)

(3)
(4)

16

(1)
(2)
(3)

17

(1)
(2)

(3)

THE TENEMENT LANDLORD

Census Block Number

Tax Block Number

Tax Lot Number

Tract Category
Less than 25 percent Sound designated as Area 1
25-50 percent designated as Area 2B
50-68 percent designated as Area 3A

Occupancy
Occupied
Partially occupied
Vacant

Size of ParcelNo. of Apartments (Each family repre-
sents a unit)

3-6 Units
7-12 Units
13-24 Units
25 or more Units

Type of Construction
Frame
Frame with reasonable to good condition siding
Frame with bad condition siding
Masonry

Quality of External Appearance (Compare to neighbor-
ing parcel)

Poorer than neighbors
Same as neighbors
Better than neighbors

Absolute Quality (Landlord's maintenance)
Reasonably kept
Poorly kept
Well kept

(Criteria)
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a. Garbage facilities
b. Health hazards ( dirty halls, broken stairs)
e. Safety measures, i.e. fire escapes, sturdy porches, and

stairs

18-19 Quality of Street vs. Block (Compare parcel to both sides
of the street)

(1) Same as
(2) Better than
(3) Poorer than

20-21 Alterations and Improvements

22 Degree of Commercial Occupancy (Specify type of busi-
ness, if any)

(1) None
(2) Minorless than 30 percent rent of parcel
(3) Significant-30 percent or more

23 Proximity of Nuisances
(1) Barsin proximity to parcel
(2) Loitering by undesirables
(3) Junk yards
(4) Factories
(5) Heavy traffic

24-26 General Comments (Surveyors comments and evaluation
of the parcel in general)

Parcel Ownership Check List
(Note the Tax Block Number in Columns 5-8 and Tax Parcel Number in
Columns 9-11 before starting this page. Give full answers. Do not mark keys.

Column Key
Name of Owner

27 (1) Individual (including joint ownership by husband and
wife)

(2) Two or more individuals
(3) Realty corporations
(4) Financial institutions
(5) Nonfinancial institutions
(6) Estates
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Address of Owner

28 (1) Same address
(2) Same general area of Newark (i.e. within miles)

(3) Newark other
(4) New Jersey other than Newark
(5) Outside New Jersey

Date of Title:

29 (1) 0-1 year old
(2) 2-4 years old
(3) 5-6 years old
(4) 7-10 years old
(5) 11-15 years old
(6) 16-20 years old
(7) Over 20 years old
(8) Not recorded

Property Class
30 (1) 2

(2) 4A
(3) 4B

(4) 4C
(5) Other

Lot Size(as stated, i.e. frontage X depth) include
symbols

31-35 (1) Approximate square feet

Land Assessment
36-41 (1)

Building Assessment
42-47

Land Assessment Per Square Foot -
48-51 (1)

Land Assessment Classification Per Square Foot
52 (1) (6)

(2) (7)
(3) (8)
(4) (9)
(5) (10)

,1114 _., es, lies:, ss,s, .,11..,,setist I 'es,
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53 (1)
(2)
(3)
(4)
(5)
(61

(7)
(8)
(9)

(10)

54-59 (1)

60 (1)
(2)
(3)
(4)
(5)

61 (1)

(2)
(3)
(4)
(5)

62-87

118 (1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

Mortgage Source By Name
Savings bank
Commercial bank
Savings and loan
Individual grantee
Prior owner
Mortgage company
No mortgage shown
Realty and ciinstruction company
Not given
Government agency

First Mortgage Amount $

First Mortgage Terms
Not listed
4% plus to 4.5%

4.5% plus to 5%

5% plus to 5.5%

5.5% plus to 6%

Mortgage Types
B (Blanket Mortgage of Consideration)Blanketmore
than one parcel in transaction
Clear-Cut First Mortgage
S (Subject Mortgage)
Subj (Encumbrances on Record)
Other-Note

Amount Paid for Property . $
$ (Be careful to note method fc' determining this item )

Value Category of Property
Up to $8,000
$8,000 up to but not including $10,000
$10,000 up to but not including $12,000
$12,000 up to but not including $15,000
$15,000 up to but not including $20,000
$20,000 up to but not including $30,000
$30,000 up to but not including $50,000
$50,000 up to but not including $100,000

(d)
(7)
(8)
(9)

(10)

6% plus to 7%

7% plus to 8%

8% plus

Bond
Other
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(9) $100,000 up to but not including $250,000
(10) Not available

69 (1) In renewal area
(2) Not in renewal area

Bona-Fide Sale
70 (1) Previous nominal transfer

(2) No previous nominal transfer
(3) Nominal transfer

71 (1) Sale price can't be determined
(2) Blanket mtgs.
(3) Foreclosureprice unclear
(4) Sale price can't be determinedlast sale before record
(5) Sales price n.g.Subject mtg.

Second Mortgage
72 (1) Yes

(2) No
(3) 3rd Mtg.

Second Mortgage Source by Name
73 (1) Savings bank

(2) Commercial bank
(3) Savings and loan
(4) Individual grantee
(5) Mortgage company
(6) Construction or home improvements

74-78 Second Mortgage Amount

Second Mortgage Type
79 (1) B (Blanket Mortgage of Consideration )

(2) Clear-cut second mortgage
(3) S (Subject Mortgage)
(4) Subj (Encumbrances on Record)
(5) Purchase Money
(6) At time of transfer (within 6 months)
(7) At time of transfer (more than 6 months)
(8) Other

80 (1) 1
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Appendix V

INTERVIEW QUESTIONNAIRE

Case No.

1. When did you first become an owner of rental real estate?

2. Why did you buy the property at
3. Is ( are) this still your reason( s) for keeping it? (If sale is hoped for,

find out if parcel is listed wibroker.)
4. Do you use a manager or a rent collector for your properties?

5. Do you collect your rents by the week or monthly?

6. Furnished or unfurnished at St.

7. I assume you own other rental properties than the one at
. Is it similar to this property? (Probe for extent and

location and type), i.e. number of families, etc.

8. Lead in"Then you make ( or don't make) your living from real estate
holdings?"

9. Our sheet indicates that has

to apartments, is that correct?

10. Do you have Negro or white tenants at ?

11. In your opinion has the vacancy rate changed in the past several years
in the general area of ?

12. Has the vacancy rate changed in your property
in the last couple of years?

13. Do you hire someone to do your repair work or do you do it yourself?

14. How much of your time does operating your rental properties take?

257
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15. Would you say that most owners of properties similar to
are looking for return through rental or profit through sales?

(Referring to Number 15)
16. Would you differ with this opinion?

( Hand Card #1 to ownerfollow directions in manual. )
17. There are many problems in maintaining and improving properties. In

the case of , how would you rate
the following categories in order of importance to you?
( Important)

18. You did or did not mention taxes.
(Hand Card #2 to owner and ask him or her to tell you which ones he
knows about by number, i.e. 1, 2, 3, 4, which ones can be made without
reassessments. )

19. As a property owner, we know there are improvements we can make to
our property without an increase in our tax assessment.

20. What improvements would you make in this property at
if you were sure of not getting a boost in taxes?

21. I know that real estate taxes in Newark have gone up. Would you say
that as a percentage of the rent at the
taxes have changed much since you have owned the property? (If ap-
plicable.) Why hasn't income from parcels matched the tax increase?
[Probe whether tax boosts are passed on.]

22. Is the resale market such that you can get the money invested on im-
provement back?

23. If you improved the property at ,

could you get an adequate return through improved rents?
(Interviewer check flexibility of rent of parcel and a change in the
vacancy rate.)

24. Would you improve this property if given a long-term mortgage?

25. Do you know of any financial program sponsored by the government
for older properties such as _____ St?

26. What would you have to pay for improvement money? (Terms and
repayment.)

27. What source would you turn to if you needed money to make improve-
ments on your property?
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28. We all know that building and health inspectors visit
from time to time. How have these visits affected your

29. Are you in an area which is scheduled for urban renewal?

30. If your property is taken for urban renewal, will you
back the investment you made by making improvements?

( If answer to #30 is No, ask )
31. Why not?

32. Mr. ( Mrs.) you have been most
answering the above questions, and there are just a few
tional information that we would appreciate.

( Hand Card #3 to ownerIncome)
33. Mr. ( Mrs.) we would appreciate

you would circle the number that applies to you.

Interviewer's Summary Sheer
A. Name of owner
B. Sex
C. Address of owner
D. Resident or nonresident

Place of Interview
Date of Interview
Time
Travel

Interview from to

Cooperation of Owner:
a. None
b. Poor
c. Average
d. Good
e. Excellent
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Name of Interviewer
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Interviewer's comments and remarks:
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THE INTERVIEWER'S MANUAL

Introduction

This manual is intended to help the interviewer to understand the objec-
tives of the interview itself, and also to provide some alternative approaches
to the questions. The interview pattern which follows is a. compound of ob-
jective and depth questions. There are certain finite parameters which we
want clearly defined and for that purpose, as you will note, we have certain
answers which are to be checked off if possible. In addition, however, for a
number of questions we are depending upon the perceptiveness of the in-
terviewers to provide information in depth. In this type of interviewing, it
is essential that some degree of rapport with the person being interviewed
be established. Our point of view is that this is the first study to examine the
low-end rental real estate market from a landlord's point of view. Our aim,
and it is a very difficult aim, is to communicate effectively enough so that
some of the ritualistic answers which are very common place in this field
can be avoided. It will be up to you, as the interviewer, to determine how
genuine are the responses being made by the landlord being interviewed
and how adequately the results of the interview reflect, in your judgment,
the realities of the situation. Do not feel under any obligation to rush the
interview, on the other hand, you may find that you will be listening to a
monologue on a particular point which soon loses its value. In this case, do
feel free to subtly reshape the interview pattern.

Some comments follow which elaborate the nature of the several ques-
tions of the interview:

260
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Question 1.
We are interested here in finding out when this individual became as-

sociated with the real estate market. This is not necessarily when he bought
the particular parcel which directed him to us. Any background data such
as, "my father was in the real estate business and I inherited it," would be
most welcome. ( You will note by the way that there is space after each
of the questions to amplify any of the structured responses which we have
indicated.)

Question 2.
The areas that we are interested in here are such questions as: was the

parcel bought as an investment with the hope of future capital gains, was it
bought as a rental property, or was it inherited and the present owner has
continued its holding without any clear objective. In some cases, I am sure
we are going to find that these parcels were purchased as homes. In these
cases please find out why they bought this particular parcel, as against per-
haps moving from Newark.

Question 3.

Here we are interested in what changes in attitude have taken place
since the parcel was purchased. Hopefully, this will give us insight as to the
operational characteristics and problems involved with the parcel. If the
response is "now I am planning to sell the parcel," find out whether the
parcel is actively for sale, i.e. listed with a broker or other steps taken.

Question 4.

This should be relatively easily answered. If there is some pattern other
than the ones which we have already structured for your response, please
indicate it.

Question 5.

Here we are interested in the type of financial service which the land-
lord renders his tenants. Find out whether this is much of a prob-
lem. If there is a mixed pattern in the parcel in question, please indicate
such.

Question 6.

This again should be easily answered. In some cases the parcel may be
mixed. If it's furnishedask why.
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Questions 7 and 8.
These questions are going to require considerable care and skill on the

part of the interviewer. We want to find out whether the owner of the par-
cel in question is a professional owner, i.e. making a living or substantial
hunk of his living from the parcel, or just a part-time investor. If he is the
former, we would like to find out what kinds of real estate he owns. Does he
own other slum properties, or is this the only one of its kind that he does
own? And further, where are these properties located; are they all in and
around Newark° Does he own parcels in several other areas? Based upon
this, we have suggested the leading question that you "make or do not make
your living from real estate holding."

Question 9.
This is a simple question which the landlord should have no difficulty in

answering. If he is not sure, we would like to know that "ne has this degree of
unfamiliarity with his parcel. If the definition of apartment is unclear, we
typically mean the number of housing units as defined by the possession of
distinct cooking facilities.

Question 10.
Again this should be a very simple concomitant of Question 9.

Questions 11 and 12.
These questions are incorporated, even though there is a considerable

degree of redundancy, in the hopes of generating some internal checks on
what the trends and absolute figures of vacancies are in parcels similar to
the one being questioned.

Questions 13 and 14.
These questions are somewhat linked. In 13"do you hire someone to do

your repair work or do you do it yourself?" we are asking basically does
the owner actually do his own repairs either in part, in total, or not at all,
and by this we mean physically do his own repairs as against securing out-
side services. Question 14 reverts back basically to Questions 6 and 7. The
categories that are indicated full time or nearly full time, half quarter
timeone day a week with or without evenings besides some other full
time job, or less, are very rough approximations based upon our test inter-
views. If the answer which you secure does not fit into those categories,
please lilt& de the response in full.
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Questions 15 and 16.
These questions are essentially linked. Question 15 asks the owner

to talk about other owners of properties similar to the one that he is being
questioned about. We want to find out whether, in his opinion, they are
being held for return on rents or profit through sales. Obviously, very few
of the responses are going to be clear-cut one way or the other. We would
like to have some feeling for the weighting. This holds true, obviously, of
Question 16 also.

Question 17.
This question is a very crucial one. We want the landlord to indicate the

respective weights of the problems indicated, with specific reference to the
particular parcel that we are interviewing him on. If there is some factor,
other than the ones indicated which he feels is very significant, please indi-
cate this. Try to get him to put them in a rank ordering, i.e. number 1 is
the tenants, number 2 is the tax level, etc.

Questions 18 through 21.
Questions 18 through 21 are concerned with taxes. Our basic objective

is to find out whether the tax levels themselves, or the possibility of reassess-
ment, or the possibility of increases in taxes and tax rates in general, inhibit
landlords from improving their parcels. This is a very delicate area. The po-
tential for securing a ritual answer that the tax rates excuse all misbehaviors
cn the part of the landlord is very evident. So WATCH OUT!

Question 18.
"You did ( or did not) mention taxes?" It is to be slipped in to the land-

lord, hopefully, before he has really thought the thing out. Try to jot down
his responses here such as "they are very significant, they are not significant,
sure they are significant, but other things are more significant," etc.

Question 19.
This question should be self-evident. We want the landlord to indicate

what, to the best of his knowledge or guessing as of the moment, are im-
provements which he can make that will involve him in tax boosts or that
can be made without involvement in taxes. If he has some anecdotal mate-
rial about an improvement which he did make which involved him in a
substantial reassessment, please indicate this.
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Question 20.
This question attempts to drive the landlord to the sticking point. It's a

tough one because it's the basic question of would you "if"but we are
interested here in whatever reactions you can detail.

QuesticA 21.
We are interested here in finding out whether tax boosts in Newark

have essentially been passed on to the tenant in the form of boosted rents.
Obviously, this is only possible in a relatively tight rental situation. So we
should be able to decide, based upon the response to this question, whether
the rental housing market in Newark is still tight, and also whether tax in-
creases are paid for by tenants.

Questions 22 and 23
These concern the economical advisability of the landlords investing

additional funds in their parcels.

Question 22.
Here we are concerned with resales of parcels. If you improve a parcel,

will the improved parcel sell at such an increment over the price of the
unimproved parcel as to make it economically worthwhile?

Question 23.
This supplements Question 22 and concerns the question of whether

there is a flexible market in terms of improved parcels and tenantry. Are
there tenants for improved parcels at increased prices? Alternatively, is it
possible that the vacancy rate on unimproved parcels is high, and that the
economic feasibility of improving a parcel may be warranted in terms of
lowering vacancy rates? These two questions obviously complement each
other.

Questions 24 through 27
These questions are concerned with financing improvements.

Question 24.
This is addressed to the question of whether given a long-term mortgage,

the landlord would improve his parcel or would not.
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Question 25.
This question is clear-cut. We want to know if the landlord does know

of any financial programs sponsored by government and if he mentions any
specific programs, please indicate what they areeven if the description
is quite rough.

Question 26.
What would you have to pay for improvement money? Here we ?re in-

terested both in the terms, i.e. what interest payments he would have to
make and/or discounts on principal, i.e. bonuses of one kind or another and,
in addition, what repayment schedule he would have to makewould it be a
five-year loana ten-year loana twenty-year loan, i.e. what sort of amor-
tization would he have to meet.

Question 27.

This question is concerned with the sources which the specific landlord
would turn to if he wanted to make improvements. This could be anything
from his brother-in-law, his mother, or his wife, to refinancing his present
mortgage, to getting a home-improvement loan from a bank or any of a
variety of other things.

Question 28.
Question 28 is an open end question. In all probability you will get lots

of anecdotal material here. Try to separate the wheat from the chaff, if at
all possible. "Building and health inspection is reasonable because of blank,
blank, or is not reasonable because of blank, blank" are the kinds of re-
sponses that we would like you to secure.

Questions 29 and 30.
Question 29.

We ask whether the landlord is or thinks he is in an urban renewal area.
It is the landlord's opinion of his parcel that we are looking for here. His
opinion of the imminence of land-taking may be quite unrealistic or quite
well informed. In either case we want his vision of his parcel vis-a-vis urban
renewal in terms of its being taken for the purpose.

Question 30.
If the parcel is taken for urban renewal, does the landlord envision get-

tt



266 THE TENEMENT LANDLORD
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ting a reasonable return for improvements on the parcel or is he inhibited
about making improvements because he feels that in the process of land-
taking, he simply will not secure an adequate return for capital invested
over and above original acquisition costs?

Question 31.
This obviously in:A amplifies question 30.

I think you are going to find the interviews themselves most interesting,
and I hope that we are going to find a surprising degree of cooperation. Let
me warn you once again about any editorializing in your interviews. You're
not carrying the torch for any particular approach to housing problems. This
is a fact-finding mission. The success of this research depends upon your
perceptiveness and sensitivity. Any hostility or overt steering of the person
being interviewed will only distort the results of the interviews themselves.
Note once again that we have assured the landlords that all interviews will
be completely confidential.

ii

i

i



LIST OF TIIBLICATIONS CITED 267

LIST OF PUBLICATIONS CITE L)
F. Al lnutt and G. Mossinghoff, "Housing and Health Inspection," George Wash-

ington Law Review, (January, 1960).
Action Report, Municipal Housing Codes in the Courts, (N.Y.C.: Action, 1956),
Martin Anderson, The Federal 3ulldozer, (Cambridge, Mass.: M.I.T. Press, 1964).
Annual Report of the Division of Local Government, State of New Jersey, State-

ment of Financial Condition of Counties and Municipalities, (Trenton: N. J.
Department of the Treasury, Division of Local Government, 1939-1963).

Association of the Bar of the City of New York, Special Committee on Housing
and Urban Development, Memorandum 305/63/9.

Kirk W. Back, Slums, Projects and People, (Durham, N. C.: Duke University
Press, 1962).

Raymond Bauer, et al., "The Marketing Dilemma of Negroes," Journal of Market-
ing, (July, 1965).

Morris Beck, Property Taxation and Urban Land Use in Northeastern New Jersey,
(Washington, D. C.: Urban Land Institute, 1963).

Walter J. Blum & A. Dunham, "Income Tax Law and Slums," Columbia Law
Review, (April, 1960).

Hans Blumenfeld, "The Tidal Wave of Metropolitan Expansion," Journal of the
American Institute of Planners, (Winter, 1954).

Harvey Brazer, Some Fisccl Implications of Metropolitanism, (Washington, D. C.:
Brookings Institution, 1962).

David B. Carlson, "Rehabilitation: Stepchild of Urban Renewal,* Architectural
Forum, (1962).

Chicago Housing Authority, The Slum . . . Is Rehabilitation Possible?, (Chicago:
1960).

Commerce Clearing House, Inc., Explanation 1964 Revenue Act.
Committee on Housing and Urban Development, Code Enforcement for Multiple

Dwellings in New York City, (N.Y.C.: Community Service Society of New
York, n.d.).

Detroit City Planning Commission, Renewal and Revenue, (Detroit: 1962).
John W. Dyckman and R. R. Isaacs, Capital Requirement for Urban Development

and Renewal, (New York: McGraw-Hill, 1961).
Walter Firey, Land Use in Central Boston, (Cambridge: Harvard University

Press, 1943).
Ernest M. Fisher, Urban Real Estate Markets: Characteristics and Financing,

(New York: National Bureau of Economic Research, 1951).
Robert M. Fisher, Twenty Years of Public Housing, (New York: Harper & Bro.,

1959).
Bernard J. Frieden, The Future of Old Neighborhoods, (Cambridge, Mass.:

M.I.T. Press, 1964).
Mason Gaffney, Property Taxes and the Frequency of Urban Renewal, (Paper

presented at National Tax Association, Pittsburgh, September 17, 1964,
mimeo).



Fr. :n1"

268 THE TENEMENT LANDLORD

Leo Grebler, et al., Capital Formation in Residential Real Estate, (Princeton:
Princeton University Press, 1956).

, Experience in Urban Real Estate Investment, (New York: Columbia Uni-
versity, 1955).

, Housing Market Behavior In a Declining Area, (New York: Columbia Uni-
versity Press, 1952).

Scott Greer and David W. Minar, "The Political Side of Urban Development and
Redevelopment," Annals of the American Academy of Political and Social Sci-
ence, (March, 1964), Volume 352.

William G. Grigsby, Housing Markets and Public Policy, (Philadelphia, Pa.: Uni-
versity of Pennsylvania Press, 1963).

, The Residential Real Estate Market in an Area Undergoing Racial Transi-
tion, (Unpublished doctoral dissertation, Columbia University, 1958).

Charles Haar, Federal Credit and Private Housing, (New York: McGraw-Hill,
1960).

Jane Jacob, "How Money Can Make or Break Our Cities," The Reporter, (October
12, 1961).

Journal of Property Management, Exchange of Rental Income and Operating
Expense Data, (Chicago: Institute of Real Estate Management of the National
Association of Real Estate Boards, 1964).

Harold Kaplan, Urban Renewal Politics, (N. Y.: Columbia University Press, 1963).
Julian H. Levi, "Problems in the Rehabilitation of Blighted Areas," Federal Bar

Journal, (Summer, 1961).
Ira S. Lowry, "Filtering and Housing StandardsA Conceptual Analysis," Land

Economics, (August, 1960).
Ruth L. Mace, Municipal Cost-Revenue Research in the United States, (Chapel

Hill, N. C.: University of North Carolina, 1964).
Market Planning Corporation, NewarkA City In Transition, (N.P., 1959).
Metropolitan Housing and Planning Council of Chicago, Interim Report on Hous-

ing the Economically and Socially Disadvantaged Groups in the Population,
(Chicago: 1960).

Martin Meyerson and Edward C. Banfield, Politics, Planning and the Public
Interest, (Glencoe, Ill.: Free Press, 1955).

Martin Millspaugh, The Human Side of Urban Renewal, (New York: Washburn,
1960).

, "Problems and Opportunities of Relocation," Law and Contemporary Prob-
lems, (Durham, N. C.: Duke University, Winter, 1961).

Walter A. Morton, Housing Taxation, (Madison, Wisconsin: University of Wis-
consin Press, 1955).

William W. Nash, Residential Rehabilitation . . . , (N. Y.: McGraw-Hill, 1959).
National Housing Agency, Who Owns the Slums?; Where Does Money Spent for

Slum Property Go?, (National Housing Bulletin 6, March, 1946).
Richard L. Nelson, The Changing Composition of Capitalization Rates, Mono-

'7-71 r": 7"7 ri!Prt"lrl'Arej.th t.. .. Gt.... W...411.:0
.11 PI r to r-1 Sn'ttnrft;G !I, bij 414 6 .6. 4;:f 11U:beer-a U10161011



LIST OF PUBLICATIONS Liao 269

graph prepared from a speech by Mr. Nelson before the Southeastern Regional
Conference of the Society of Real Estate Appraisers, May 1, 1964, Georgia
State College.

Newark Central Planning Board, New Newark, (Newark, N. J.: 1961).
Newark, New Jersey, Project Conference Committee, Capital Program 1964 to

1969, (Newark, N. J.: Dec. 1963).
Newark Star Ledger, (August 30, 1954).
New York State Division of Housing Conservation, Housing Codes, The Key to

Housing Conservation, (New York: 1960).
New York State Temporary State Housing Commission, Prospects for Rehabilita-

tion, (Albany, N. Y.: 1960).
Northeastern New Jersey Regional Urban Renewal Survey, A Guide to Urban

Renewal, (Trenton, New Jersey: 1963).
City of Philadelphia, Partnership for RenewalA Working Program, (Phila-

delphia: 1960).
Chester Rapkin, et al., Group Relations in Newark, 1957, A Report to the Mayor's

Commission On Group Relations, (New York: Urban Research, 1957).
, The Real Estate Market in an Urban Renewal Area, (N.Y.C., Planning

Commission, 1969).
Raymond L. Richmond, The Theory and Practice of SiteValue Taxation in

Pittsburgh, (Pittsburgh: September 17, 1964, mimeographed).
A. H. Schaaf, Economic Aspects of Urban Renewal, (Berkeley: University of

California, 1960).
Alvin L. Schorr, Slums and Social Insecurity, (U. S. Department of Health, Edu-

cation and Welfare, Social Security Administration, Division of Research and
Statistics, 1963).

William L. Slayton, "Bottlenecks of Urban Renewal," Federal Bar Journal, (Sum-
mer, 1961), Volume 281.

Arthur D. Sporn, "Empirical Studies in the Economics of Slum Ownership," Land
Economics, (Nov., 19(0).

, "Some Contributions of the Income Tax Law to the Growth and Preva-
lence of Slums," Columbia Law Review, (November, 1959).

George Sternlieb, The Future of the Downtown Department Store, (Cambridge:
Harvard University Press, 1962).
, "Is Business Abandoning the Big City?," Harvard Business Review, (Jan-

uary, 1961).
United States Savings and Loan League, ProceedingsConference on Savings

and Residential Financing, (Chicago, Illinois: May 10-11, 1962).
Lewis G. Watts, et al., The Middle Income Negro Family Faces Urban Renewal,

(Waltham: Brandeis University, 1965).
Louis Winnick, Rental Housing: Opportunities for Private Investment, (New

York: McGraw-Hill, 1958).



THE
TENEMENT
LANDLORD
by George Sternlieb

This is a study of slum landlords, of their motivations, and of the impact of tax
policy on tenement ownership and slum rehabilitation. The study is based on personal,
in depth interviews with a structured sample of five hundred sixty-six slum tenement
owners.

Though the bulldozer approach to the rejuvenation of our older cities has been used
in many cases, the sheer enormity of the urban blight problem has required that many
efforts be made in the direction of urban renewal through existing real estate market
mechanisms. We already know that local property taxes and other governmental policies
affect property values to a considerable degree and that these values and price levels
are basic factors in the operation of the real estate -narket.

In order to guide government policy in the direction of dealing more effectively with
urban blight, intensive study of the owners and managers of urban realty is required.
Future legislation will be most effective and government action most fruitful if generated
from a sound basis of market fact. The role of the market and the financial, social, and
regulatory factors which shape decisions of individual property owners and managers
must be studied in greater detail than has been the case. Using the basic knowledge
derived from this type of study, more effective modes of attack on blight can be designed.

What are the effects of present municipal and other governmental taxes and tax
policies on the urban property owner? How does he react to building and housing codes
and zoning regulations? Do current assessment policies inhibit potential rehabilitation?
What is the effect of urban renewal programs? To answer these and many other ques-
tions we must know who own the slums and what are their attitudes.

This study concentrates first on the urban setting and demographic factors. Attention
is then turned to the profitability of operating and trading slum properties. Successive
chapters are concerned with the different types of slum landlords.
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